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INTRODUCTION 

The Fourth International Conference on State and Local 
Taxation was held under the auspices of the International Tax 
Association at Milwaukee, Wis., August 30 to September 2, 1910, 
upon an invitation received from Hon. J. O. Davidson, Gov- 
ernor of Wisconsin. 

Governor Davidson also addressed an invitation to the 
Governor of every State, reading as follows: 

"EXECUTIVE CHAMBER, 

"Madison, Wis., May 13, 1910. 
"My dear Governor: 

"I feel great pleasure in having the honor of personally invit- 
ing you to attend, and to appoint three delegates and three 
alternates who will attend and represent your State in the Fourth 
International Conference on State and Local Taxation, to be 
held in Milwaukee, Wis., August 30-31, September 1-2, 1910, 
under the auspices of the International Tax Association. 

"Permit me to suggest that you select as delegates, so far as 
you can, state officials whose duties require them to deal directly 
with the administration of state laws for the assessment and 
collection of taxes. It is also desirable to have persons appointed 
who are actively interested in the study of taxation problems 
and who are leaders in tax reform work. 

"This suggestion is made because the constitution of the 
International Tax Association limits the voting power in the 
Conferences held under its auspices to delegates appointed by 
Governors of States, Premiers of Provinces, and representatives 
of Universities. This was done to make it certain that the 
conclusions of these Conferences shall be true expressions of the 
best administrative experience and of the best-trained economic 
thought on the vitally important subjects of state and local 
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10 STATE AND LOCAL TAXATION 

taxation, and thus to make them wise and safe guides for legis- 
lative consideration and action. 

"Each of the three Conferences thus far held has been a not- 
able success. In the first Conference thirty-three States, three 
Canadian Provinces, and thirty-one Universities were repre- 
sented. In the second Conference twenty-four States, five 
Canadian Provinces, and eighteen Universities were represented. 
In the third Conference forty States, three Canadian Provinces, 
and twenty-seven Universities were represented. 

"Please make it certain that your State is ably represented in 
the fourth Conference by the delegates you appoint in response 
to this invitation. 

"It will give the people of Milwaukee and of the State of 
Wisconsin, and their Governor, very great pleasure to welcome 
the delegates you appoint to the Milwaukee Conference, and I 
shall feel especially honored if you will give me an opportunity 
to personally greet and welcome you on that occasion. 

"Yours respectfully, 

"J. 0. Davidson, 

"Governor." 

Letters of invitation, similar in tenor, were sent by the 
International Tax Association to the Premiers of the Canadian 
Provinces and to the Presidents of Universities and Colleges 
throughout the United States and Canada. 

Thirty-five States, two Canadian Provinces, and sixteen 
Universities were represented at the Conference. The sessions 
were held in the Hotel Pfister, and by the courtesy of the Mil- 
waukee Committee a luncheon was served daily to the delegates 
and visitors. The Committee also arranged a steamboat ex- 
cursion Wednesday afternoon, which was appreciated by the 
visitors. 

An interesting and novel feature of the Conference was an 
exhibit of tax maps, forms, and reports used in the various States 
and Provinces. The exhibit was the center of attraction. It 
covered six hundred and thirty square feet of wall space in the 
headquarters room, and showed the great diversity in the forms 
used for assessment. Most of this material had been collected 
by the Committee on Uniform Classification of Real Estate, and 
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no attempt was made to secure the forms used for personal 
property and corporation assessment, or to collect all the 
varieties of forms used locally in different sections of the same 
State. This material will be the nucleus of a collection of maps, 
forms, reports, and other data relating to assessment methods 
and tax laws, which will be available for reference and study in 
the general work of the Association. It is hoped that, next year, 
a more complete exhibit of the same general character can be 
prepared. 

The Fourth Conference was devoted more particularly to the 
discussion of administrative problems. Some of these were 
touched on in the committee reports ; others in papers read to 
the Conference, which furnished the basis for discussion. One 
entire session was given over to a "round-table" discussion of 
administrative problems, and was under the direction of the tax 
officials in attendance, though the session was open to all, and 
is reported in this volume. One of the most valuable features of 
these Conferences is the opportunity they afford for an inter- 
change of experience by officials from various sections of the 
country, and this feature was enhanced by this informal session. 

The fundamental principles which must underlie a correct 
system of taxation were not, however, neglected. The papers 
and discussions upon the property tax and income tax, and the 
report of the Committee on the causes of failure of the general 
property tax, dealt especially with this phase of the tax problem. 

The resolutions adopted by the Conference were passed by 
unanimous vote, with one exception. This was the resolution to 
transmit to the several state authorities the text of the proposed 
"model inheritance tax law," which was objected to because it 
contained a provision for a tax upon direct heirs. That point 
was not essential to the main purpose of the Committee, which 
was to draft a law which would so define taxable transfers of 
property as to prevent the taxation of the same property by 
two or more state jurisdictions. 

Perhaps the most valuable feature of this Conference was the 
presentation and discussion of the reports of committees that 
have been conducting investigations during the preceding year. 
The fifth session of the Conference was devoted to the discussion 
of the reports of these committees. The acceptance of these 
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reports by the Conference does not, of itself, imply more than 
such general approval of them as authorizes their inclusion in 
this volume of proceedings. The formal action of the Con- 
ference upon the recommendations of these committees, like 
the formal expressions of opinion of the Conference on all other 
subjects, must be sought in whatever resolutions are adopted by 
the Conference. 

At a subsequent session the Conference adopted resolutions 
relating to the reports of these committees, which will be found 
with the other resolutions on page 25, and also in the report of 
the seventh session beginning page 409. 

The Conference requested the International Tax Association 
to appoint committees to conduct investigations on the follow- 
ing subjects : 

1. On Administration of Tax Laws. 

2. On Substitutes for Personal Property Tax. 

3. On Rules for Real Estate Assessment. 

The resolutions requesting the appointment of these commit- 
tees are printed with the other resolutions of the Conference. 

At the annual meeting of the International Tax Association 
a motion was adopted to authorize the President of the Associa- 
tion to appoint the three committees requested by the Confer- 
ence, and five other committees as follows : 

4. On Banks and Financial Institutions, pursuant to a resolu- 
tion that a committee be appointed to investigate and report 
upon the laws and methods of administration of each of the sev- 
eral States for the taxation of banks and financial institutions, 
and the result of that taxation, so far as the revenue derived is 
concerned. 

5. On Mercantile and Manufacturing Corporations, pursuant 
to an identical resolution. 1 

6. On Inheritance Tax Laws, the committee appointed two 
years ago to be continued, so that inquiries concerning the model 
law proposed by the committee, and which the Conference 
authorized to be sent to the proper authorities of the several 
States, could be answered. 

1 The Executive Committee subsequently authorised a division of these sub- 
jects between two Committees ; one on Manufacturing Corporations and one on 
Mercantile Business. 



INTRODUCTION 13 

7. A committee to consider the feasibility of publishing a 
journal as the official organ of the Association to deal with the 
practical aspects of taxation and public finance. 

8. A committee to cooperate with the Census Bureau in 
the preparation of the report upon wealth, debt, and taxation. 

It will be seen from the nature of the inquiries to be conducted 
by these various committees, that the next Conference will have 
before it for consideration a number of subjects that are of im- 
mediate and practical importance. 

The time and place of the next Conference will be determined 
by the Executive Committee of the International Tax Associa- 
tion, as provided by the constitution. Article 6, relating to the 
annual Conferences, is reprinted in this volume to make it 
clear to the public that the annual Conferences are wholly in 
the hands of the delegates and are safeguarded from any influ- 
ence which the Association, as such, might desire to exert in 
behalf of any particular scheme of taxation. 

At the business meeting of the Association, September 2, 
Mr. Allen Ripley Foote was reelected President, and we are 
glad to include in this volume some remarks and a resolution 
appreciative of his services, and a program of progressive work 
proposed by Mr. Foote and indorsed by the Association. 

We include, also, as a frontispiece, a portrait of Mr. Foote, 
which we believe those who do not know him personally will 
like to see, and which we are sure those who do know him 
will be glad to have. 

A. C. Plbtdbll, 
Edward L. Heydeckeb, 
William Rtan, 

Committee on Publication. 
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Discussion of Railroad Taxation 243 

14 



PAPERS AND DISCUSSIONS 15 

Railroads as Taxpayers 245 

T. A. Polleys, Tax Commissioner, Chicago, St. Paul, Minneapolis, 
& Omaha Railway Company, St. Paul, Minn. 

Discussion of Railroad Assessment 252 

Soke Judicial Opinions against Double Taxation .... 261 
Courtenay Crocker, Attorney, Boston, Mass. 

Tax Legislation of 1910 267 

Clement F. Robinson, Attorney, Portland, Maine. 
Discussion 274 

Report of Committee on Model Inheritance Tax Law . . 279 
Chairman, Wm. H. Corbin, State Tax Commissioner, Hartford, 
Conn. 

Discussion 290 

Report of Committee on Uniform Insurance Tax .... 291 
Chairman, Lawson Purdy, President Department of Taxes and 
Assessments, City of New York. 

Discussion 295 

Report of Committee on Causes of the Failure of the 

General Property Tax 299 

Chairman, Oscar Leser, Judge Appeal Tax Court, Baltimore, Md. 

Discussion 311 

Report of Committee on Uniform Classification of Real 

Estate 313 

Chairman, T. C. Townsend, State Tax Commissioner, Charleston, 
W.Va. 

DiPCUSSiON 341 

Discussion of Administrative Problems 355 

Chief Topics : State Supervision of Assessments, Equalisation, True 
Consideration in Deeds, Bank Stock, Inheritance Tax, Ground 
Leases of Railroad Property. ) 

Report of Resolutions Committee and Discussion .... 407 

Program of Progressive Work 415 



DELEGATES REPRESENTING STATES AND 
PROVINCES 

UNITED STATES 

Alabama: 

J. J. Mitchell, Chairman State Tax Commission, Montgomery. 

Colorado: 

T. D. Foster, Chairman State Assessors Committee, Victor. 

Connecticut: 

William H. Corbin, State Tax Commissioner, Hartford. 
E. Hart Fbnn, State Senator, Wethersfield. 

Delaware: 

David C. Robe, Member State Revenue and Taxation Commission, 
Newark. 

Florida: 

Joseph Bumby, Daisy. 

Illinois: 

Frank P. C rand on, Tax Commissioner C. & N. W. Ry. Co., 

Chicago. 
Prop. John A. Fairlie, Secretary Special Tax Commission, Urbana. 
Harrison B. Riley, Member Special Tax Commission, Chicago. 

Indiana: 

Fred L. Gemmer, Member State Board of Tax Commissioners, 

Indianapolis. 
C. C. Matson, Member State Board of Tax Commissioners, Green- 
castle. 

Kansas: 

8. T. Howe, Chairman State Tax Commission, Topeka. 
S. C. Crummer, Member State Tax Commission, Topeka. 
W. S. Glass, Member State Tax Commission, Topeka. 

Maine: 

George Pottle, Chairman State Board of Assessors, Lewiston. 
Clement F. Robinson, Attorney, Portland. 
Edward W. Wheeler, Chairman Committee on Taxation, Bruns- 
wick. 
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Maryland: 

George M. Brady, Attorney, Baltimore. 

Oscar Leber, Judge Appeal Tax Court, Baltimore. 

Massachusetts: 

Charles J. Bullock, Professor of Economics, Harvard University, 
Cambridge. 

AX Michigan: 

George Lord, Secretary State Board of Tax Commissioners, 
Lansing. 

Minnesota: 

Samuel Lord, Chairman State Tax Commission, St. Paul. 
J. G. Armson, Member State Tax Commission, St. Paul. 
^~ O. M. Hall, Member State Tax Commission, Red Wing. 

a Mississippi: 

E. F. Noel, Governor, Jackson. 

Missouri: 

Prof. Ben M. Anderson, Jr., Springfield. 

Charles A. Sumner, Public Utilities Commission, Kansas City. 

a~ New Hampshire: 

Joseph S. Matthews, Legacy Tax Department, Concord. 

Kew Jersey: 
j Edgar B. Bacon, former President City Tax Board, Jersey City. 

' Richard W. Herbert, Member Monmouth County Tax Board, 

L I Wickatunk. 

Frank B. Jess, President State Board of Equalization of Taxes, 

Haddon Heights. 
A. C. Pletdell, Corresponding Secretary International Tax 
Association, North Plainfield. 

New York: 

Samuel A. Carlson, Mayor, Jamestown. 

Edward L. Heydecker, Assistant Tax Commissioner, New York 

City. 
Lawson Purdy, President Department of Taxes and Assessments, 

New York City. 
E. E. Woodbury, Chairman State Board of Tax Commissioners, 

Jamestown. 

North Dakota: 

James E. Boyle, President North Dakota State Tax Association, 
Grand Forks. 

Ohio: 
i William B. Poland, Chairman State Tax Commission, Columbus. 
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Oklahoma: 

Cakl L. Rice, Assistant State Auditor, Guthrie. 

Pennsylvania: 

Francis Shunk Brown, Counsel to State Special Tax Commission, 

Philadelphia. 
N. E. Hause, Chief Clerk, Department of Auditor General, 

Harrisburg. 

Rhode Island: 

Z. W. Bliss, Lieutenant-Governor, Providence. 
Obcab A. Bennett, Committee on Taxation Laws, Woonsocket. 
William M. P. Bowen, Committee on Taxation Laws, Providence. 
Robert S. Franklin, Chairman Committee on Taxation Laws, 

Newport. 
Edward P. Tobie, Clerk, Committee on Taxation Laws, Paw- 
tucket. 

South Dakota: 

John B. Hanten, Tax Commissioner, Watertown. 
Thomas Sterling, Dean, College of Law, Vermilion. 

Tennessee: 

R. A. Johnston, Knoxville. 

Utah: 

Harden Bennion, Member State Board of Equalization, Salt 

Lake City. 
J. J. Thomas, Secretary State Board of Equalization, Salt Lake 
City. 

Vermont: 

J. E. Cushman, Commissioner of State Taxes, Burlington. 

Virginia: 

William Hodges Mann, Governor, Richmond. 

J. Taylor Ellyson, Lieutenant-Governor, Richmond. 

A. M. Bowman, Chairman Finance Committee House of Delegates, 
Salem. 

J. N. Brbnaman, Deputy Commissioner of Insurance, Richmond. 

Richard Evelyn Byrd, Speaker of House of Delegates, Richmond. 

Douglas S. Freeman, Secretary Special Tax Commission, Rich- 
mond. 

George B. Keezell, Chairman Senate Finance Committee, 
Rockingham County. 

Charles G. Maphis, Secretary State Educational Commission, 
Charlottesville. 

West Virginia: 

T. C. Townsend, State Tax Commissioner, Charleston. 
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Wisconsin: 

J. O. Davidson, Governor, Madison. 

N. S. Gilson, Chairman State Tax Commission, Madison. 

George Curtis, Jr., Member State Tax Commission, Madison. 

Nils P. Hauojen, Member State Tax Commission, Madison. 

K. K. Kxnnan, Attorney, Milwaukee. 

Frank B. Schtttz, City Tax Commissioner, Milwaukee. 

Ellis B. Usher, Milwaukee. 

Wyoming: 

W. A. Richards, State Tax Commissioner, Cheyenne. 
William H. Schnitgbr, Secretary of State, Cheyenne. 

DOMINION OP CANADA 

Manitoba: 

J. W. Harris, Assessment Commissioner, Winnipeg. 

Ontario: « 

A. J. Mathbson, Provincial Treasurer, Toronto. 
J. W. Johnson, Member of Legislature, Belleville. 



DELEGATES REPRESENTING UNIVERSITIES 
AND COLLEGES 

Prof. G. G. Greevbb, University of Arkansas, Fayetteville, Ark. 
Prof. John B. Phillips, University of Colorado, Boulder, Col. 
Prof. John A. Fairlie, University of Illinois, Urbana, 111. 
Pbof # J. E. Brindley, Iowa State College, Ames, Iowa. 
Prof. J. L. Gillin, University of Iowa, Iowa City, Iowa. 
Dr. Jambs K. Patterson, President Emeritus, State University, Lex- 
ington, Ky. 

Prof. J. E. Tuthill, State University, Lexington, Ky. 
Prof. Charles J. Bullock, Harvard University, Cambridge, Mass. 
Prof. David Friday, University of Michigan, Ann Arbor, Mich. 
Prof. H. J. Davenport, University of Missouri, Columbia, Mo. 
Prof. Joseph H. Underwood, University of Montana, Missoula, Mont. 
Prof. Royal Meeker, Princeton University, Princeton, N.J. 
Prof. James E. Boyle, University of North Dakota, Grand Forks, 
N.D. 

Prof. Oliver C. Lockhart, Ohio State University, Columbus, Ohio. 
Prof. S. S. Htjbbner, University of Pennsylvania, Philadelphia, Pa. 
Dean Thomas Sterling, College of Law, Vermilion, S.D. 
Prof. T. S. Adams, University of Wisconsin, Madison, Wis. 
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VISITORS OTHER THAN DELEGATES 

District of Columbia: 

James Barb, United States Census Bureau. 

Delaware: 

P. L. Garrett, Attorney for Revenue and Taxation Commission, 

Wilmington. 
Mas. David C. Rose, Newark. 

Illinois: 

William Campbell, Chicago. 

James J. McComb, State Board of Equalization, Chicago. 

George W. Weber, Chicago. 

Indiana: 

Joseph Higgs, Indianapolis. 

Parks M. Martin, Tax Agent, New York Central lines, Indian- 
apolis. 
H. W. Paddock, Indianapolis. 
J. B. Workman, Indianapolis. 

Kentucky: 

J. E. Caldwell, Louisville. 
William H. Mackot, Covington. 

Maryland: 

J. Barry Mahool, Mayor of Baltimore. 
F. J. Griffith, Baltimore. 

Massachusetts: 

Prof. J. W. Crook, Amherst College, Amherst. 
C. B. Fillebrown, Boston. 
James M. Head, Boston. 

Michigan: 

Robert H. Shields, Member Michigan State Board of Assessors, 
Houghton. 

Minnesota: 

Thomas A. Pollbys, Tax Commissioner, C, St. P., M. & O. Rail- 
way Company, St. Paul. 

Missouri: 

W. Z. Fischer, General Agent, Northwestern Mutual Life, St. 
Louis. 
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England: 
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ment, London. 
R. G. Hawtrey, H. M. Treasury, London. 
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RESOLUTIONS ADOPTED BY THE CONFERENCE 

Failure of the General Property Tax System 

1. Whereas, A committee was appointed under a resolution 
adopted at the Louisville Conference to inquire into the causes 
of the failure of the general property tax. 

Resolved, That the Conference indorses the conclusions of the 
said committee and finds that the general property tax, under 
the higher rates of taxation caused by the increase of public 
expenditures in the United States, has broken down in so far as 
it applies to personal property ; and 

Resolved, That this Conference finds that the taxation of per- 
sonal property has not been more successful under strict adminis- 
tration than under lax; that States which have modified or 
abandoned the general property tax show no intention of return- 
ing to it ; and that in States where the general property tax is 
required by constitutional provisions, there is a growing demand 
for the repeal of such provisions ; and 

Resolved, That the failure of the general property tax, in its 
application to personal property, is due to the inherent defects 
of its theory ; that even reasonably fair and effective admini- 
stration is unattainable ; and that attempts to strengthen such 
administration simply accentuate the inequalities and unjust 
operation of the system. 

Methods of administering Tax Laws 

2. Resolved, That this Conference recommend to the Inter- 
national Tax Association that the Association appoint a com- 
mittee to investigate the methods of administering laws relating 
to the taxation of property in the several States and Provinces, 
and prepare a report for the information of future Conferences. 
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SUBSTITUTES FOB PERSONAL PROPERTY TAX 

3. Resolved, That this Conference recommend to the Inter- 
national Tax Association that the Association appoint a com- 
mittee to investigate the subject of a practicable substitute or 
substitutes for the present tax on personal property. 

Model Inheritance Tax Law 

4. Whereas, This Conference is of the opinion that the adop- 
tion, by the several States of the Union, of an inheritance tax 
law framed along the lines of that submitted by the special 
committee of the Association would provide a fair return to the 
State treasuries, avoid double taxation, and promote interstate 
comity. 

Resolved, That the secretary of the International Tax Associa- 
tion be requested to forward to the proper officials of the several 
States of the Union a copy of the proposed law together with the 
text of this resolution, with a request to submit the same to the 
proper committee of the legislature at its next session. 

Rules for Real Estate Assessment 

5. Resolved, That this Conference request the International 
Tax Association to continue the Committee on Uniform Classi- 
fication of Real Estate, and to request said Committee to report 
to the next Conference such rules, tables, and general instruc- 
tions for the assessment of real estate as it may recommend. 

Uniform Taxation of Insurance 

6. Whereas, A tax measured by domestic premium receipts 
of companies engaged in the business of insuring lives in the sev- 
eral States is easily and accurately calculated, and accords with 
the amount of business transacted with the policy-holders in 
the several States ; therefore, be it 

Resolved, That it is the sense of the Conference that a uniform 
method of taxing the domestic premium receipts of all companies, 
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foreign' and domestic, engaged in the business of insuring lives 
should be adopted in the several States of the Union. 

Resolved, That the Conference make no recommendation as to 
the amount of the rate. 

Acknowledgment of Hospitality 

7. Resolved, That this Conference express its great apprecia- 
tion of the hospitality with which it has been received during 
its meeting at Milwaukee, and hereby return its heartiest thanks 
to His Excellency, Governor James O. Davidson, of the State 
of Wisconsin, Hon. Emil Seidel, Mayor of the City of Mil- 
waukee, the local committees of arrangements, the Milwaukee 
Club, University Club, Milwaukee Athletic Club, the press of 
Milwaukee, and to the people of Milwaukee who have aided in 
the entertainment of the members of the Conference. 
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INTERNATIONAL CONFERENCE ON STATE 
AND LOCAL TAXATION 

Milwaukee, Wis., August 30-Septembeb 2, 1910 

ORGANIZATION OF CONFERENCE 

The Fourth International Conference on State and Local 
Taxation opened in the Red Room of the Hotel Pfister, Mil- 
waukee, Wis., on Tuesday, August 30, 1910, at 2 p.m. 

President Allen Ripley Foote : I have the honor of calling 
the Fourth International Conference on State and Local Taxa- 
tion to order, and I will introduce Mayor Seidel of Milwaukee as 
the temporary chairman of the Conference. 

Mayor Emil Seidel : 

Mr. President, Governors, Ladies and Gentlemen, and Fellow- 
citizens: 

As Mayor of this community I bid you welcome, and hope 
that while you stay within our borders you shall find that 
Milwaukee is a very hospitable city, after all, in spite of 
the changes that have aroused the attention of a good 
many citizens who did not know what this world was coming 
to. I hope you will understand that changes are necessary 
and that occasionally it is necessary to shake up a com- 
munity just as it is necessary to shake a boy once in a while ; 
and that is what we have succeeded in doing with Milwaukee. 

You are to-day gathered to discuss questions of taxation. 
Ever since the birth of the State, questions of taxation have been 
pressing at all times. Ever since the State required funds to be 
raised for its maintenance, there have been quarrels about who 
should pay this money, and where it was to come from, and we 
find that with the ascendency of the State the greed of the indi- 
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vidual played a big part in either paying or shirking payment of 
taxation. 

Taxation has frequently played a big part in the development 
of nations. For instance, one of the most potent factors in the 
French Revolution was unequal taxation and the shirking of 
taxes by the nobility. Unless the question of taxation is equi- 
tably and justly settled, there cannot be peace in any nation, com- 
munity, or State. Justice begins there, and cannot begin any- 
where else. If you omit to place the burden so that it can be 
properly borne, you do not do justice, and you cannot do jus- 
tice. It has ever been that the class that was in power succeeded 
in shifting the burden of taxation upon the producing classes ; 
and you can judge a government and a State by studying the 
question of who pays the taxes. You can discover where power 
lies. If to-day you observe the phenomena that the corpora- 
tions are not taxed, that means that the corporations wield a 
power in our governmental bodies. If to-day the charge is 
raised that the corporations are not properly and reasonably 
assessed, the charge must stand that these corporations have too 
much to say when it comes to legislative and judicial proceed- 
ings. 

I see present to-day students of political economy. Questions 
of this kind can only be solved by men of that character. The 
work of wrestling with data and statistics under the glow of a 
little incandescent bulb is not spectacular, but it is a work that 
is necessary in order to solve just such problems. The world 
will learn to appreciate the importance of the expert and the 
man of knowledge and science in public life much more than it 
has in the past. Absent to-day are those men who play the 
first fiddle on the public stage, to whom this work of discussing 
complicated problems has no attraction because it is not spec- 
tacular enough, because it does not give them the opportunity 
to shine. Work of this kind puts the man to the front who 
knows his business. There is no man to-day in any one par- 
ticular line who is big enough to say, "I know it all in this line." 
Science is gradually becoming more democratic, and it is the 
same with the question of taxation. 

In public life I want to be the servant, and as a servant to be 
the man that does the work. If I cannot do the work, I am of 
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no use as a public servant. I am only an ornament. I would 
rather forego the pleasure of being an ornament, if I am supposed 
to be a flunky. I want to be the man that does real live things, 
and that is what a man should do as a public servant 

The assessor who succeeds in valuing or appraising the prop- 
erty of a corporation at its real value does more toward hitting 
that corporation than all the sticks that you can possibly 
pick out throughout the country, if you did nothing but talk 
about it. That assessor is the man that does the work ; and 
if you, in this assemblage, can devise means to make the 
work of the assessor easier and more successful, you will have 
done much. 

In the past too little attention has been paid to the men who 
do the real work. You will find that your deliberations will not 
arouse as much attention in the public press as perhaps a prize 
fight receives. But I must not discourage you. Society will 
learn to understand that it owes more to the worker than it has 
accredited to him in the past, and when I say "worker" I do not 
mean only the manual worker, but also the mental worker, the 
men who toil and figure out problems and solve formulas. These 
two must get together. The modern city, the modern State and 
government, must be governed by the expert, by the man who 
knows how to do things, by the man who knows how to do more 
than to speak or write or talk or make public utterances and 
public displays. 

I hope that your deliberations will be characterized by a 
progressive spirit ; and that you will succeed in devising ways 
and means whereby the burden of the man that toils — the man 
that has only a little home — will be lighter. If you do that, you 
have done much towards a better city, a better State, and a 
better nation, and better citizenship. And if you can devise 
means whereby the shirker will be compelled to pay his share, 
you will have done much towards solving these questions. 

I now have the pleasure of introducing the Hon. J. O. David- 
son, Governor of the State of Wisconsin. 

Governor Davidson : It is indeed an honor and privilege to 
extend to the executives and delegates from the different States 
a most hearty welcome to the State of Wisconsin and our me- 
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tropolis. I also wish to extend a hearty greeting and welcome 
to those who have come from across the sea and from the Prov- 
inces of Canada. We are glad to welcome you and to have you 
take part with us in this most important Conference. 

The question of taxation is the most important question and 
the hardest question to solve in our government. A few years 
ago I really thought I knew something about the question of 
taxation, but after spending eighteen years in public life, I 
have come to the conclusion that I know but very little about it. 
No State so far has been able to solve it, and probably will not 
for a great many years to come. I think our kinsmen on the 
other side of the Atlantic have come nearer to solving the ques- 
tion than we have in this country. 

We have made some progress in our taxation methods in 
Wisconsin. All the revenue needed for the ordinary expenses of 
the State government is received from taxes on corporations. 
But much remains to be done before we reach that equal dis- 
tribution of the tax burden which every citizen has a right to 
expect. I congratulate the State upon having secured this im- 
portant gathering, and know that we shall receive much light 
from your discussion of the important question of a better and 
more equitable administration of the general property tax. 

It is strange indeed that the tax so generally condemned has 
remained with us so long. I am glad that this subject has found 
an important place upon your program. We are looking for a 
wise solution of it, and your opinion as to whether that solution 
shall be a classification of personal property or a substitution of 
some new plan, like the income tax, will have great influence 
upon our future course. I am aware that these questions are 
not peculiar to Wisconsin. Our sister States, especially in the 
northwest, have the same difficulties. There is wisdom in 
counsel, and this distinguished conference of experts, having in 
view justice and equity alone, will, I am sure, be able to point 
out safe and wise remedies. 

Again I extend to you a most hearty welcome to the State of 
Wisconsin, and I hope that you will enjoy your visit here. I am 
sure that this city will see to it that you will be properly taken 
care of. There is no city in this country that is more capable 
and has had more experience in taking care of strangers than 
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the city of Milwaukee, and every business man here will extend 
to you the right hand of fellowship and give you the best time 
possible during your visit. 

Mayor Seidel: It affords me great pleasure to introduce 
Hon. J. Barry Mahool, Mayor of the city of Baltimore, who will 
respond to the addresses of welcome. 

Mayor J. Barry Mahool : It gives me a great deal of pleas- 
ure to attend this Conference and respond to the addressed of 
welcome which have been delivered by His Honor the Mayor 
and the Governor of the State. Coming, as I do, from a con- 
vention held in the city of St. Paul, which was considering ques- 
tions of municipal administration, it seems fitting that on my 
way east I should stop here and be able to tell the Governor and 
the Mayor how much we appreciate the welcome that they have 
extended to us. 

I am always glad when I see business men and business or- 
ganizations holding conventions. I believe that it is a sign of the 
times that men are getting together in conventions of this kind 
and discussing questions and meeting one with the other, ex- 
changing views, and going to their different homes and carrying 
the message of good tidings, and instituting reforms without 
which this country cannot continue to prosper as she has. 

In the business world, for instance, I find that business organi- 
zations welcome the ideals of cooperation between men. You all 
remember that in times past the ambition of every man was to 
turn his hand against his fellow-man, with the idea of wiping 
him out of business, in order that he might have more business 
for himself ; but now you see extended the hand of brotherhood, 
of fellowship, of brotherly love, if you please, with the idea of 
helping the other fellow to succeed in business for the purpose 
of extending his influence and being able to make a living for 
himself and his family. And so it is that this convention has 
met together for the purpose of exchanging views, and with the 
idea of letting people know that the tax collector is not there 
for the purpose of grinding money from the taxpayer in order to 
expend it wastefully. 

If this convention will carry out in a large degree this purpose, 
it will be able, in addition to having the taxes equitably dis- 
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tributed, to convince the taxpayers that it is wholesome and 
necessary that they should pay taxes ; and therefore, my friends, 
it is important that the tax officers of every city should be able 
to give the public the greatest amount of information upon these 
subjects. 

As the mayor of a great city I find that the people are grossly 
ignorant of what is being done with the money expended for 
conducting the affairs of the municipality. Therefore I think 
you should fulfill a twofold mission. In addition to arranging 
that the taxes may be equitably distributed between man and 
man and business institutions and corporations, I think you 
should also try to inform them of the methods you use in ex- 
pending your money, and give them all necessary information 
as to where their taxes are going. 

For instance, the taxpayer takes up his bill and sees that a 
couple of hundred thousand dollars a year is spent for the pur- 
pose of removing garbage or taking care of the sewage system, 
or for the purpose of taking care of the waterworks, or for the 
purpose of paying the salaries of the different municipal officials. 
If you can convince the taxpayers that by combining they are 
able to get all these things a great deal cheaper than they could 
individually ; that the city is able to give each individual tax- 
payer a larger measure of advantage, a larger measure of com- 
fort, a larger measure of health, and a larger measure of happi- 
ness than he could get if he went at it individually, they will be 
more satisfied, and I think you will find a different attitude will 
be maintained between the public and the tax-gathering depart- 
ment of a city. And therefore I think that we will do well by 
giving the greatest amount of publicity to our proceedings, show- 
ing the people that we are gathered together for the purpose of 
establishing rules and regulations, for establishing laws which 
will enable and compel every man to pay his just part of the 
taxes. 

And I have always stated and always felt that it is not alone 
the man who has his name on the tax bill who pays the taxes. 
Every man who lives in a community is just as much a tax- 
payer as the man who has his name written upon the tax books ; 
and, in fact, I might say that that man very often pays more 
than his share of the taxes, whereas sometimes we find those who 
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have their names on the tax bills are in the habit of shirking a 
great part of their civic responsibilities. 

But I am not here for the purpose of discussing these ques- 
tions with you, for I realize that there is more cumulative 
knowledge on this subject in this audience here to-day than 
possibly has ever been gathered together before ; but I simply 
want to tell you and to tell those who have extended the hand of 
welcome to us that we appreciate the hospitality of this city. 

Mayor Seidel : I am now pleased to introduce Hon. William 
Hodges Mann, Governor of Virginia, who will respond to the 
addresses of welcome. 

Governor Mann : I do not believe I am a stranger when I 
stand upon a platform in the State of Wisconsin. I remember 
that in 1609 when Virginia had her charter that her boundaries 
were two hundred miles north and south from Fortress Monroe, 
and then west and northwest from sea to sea. So that I stand 
upon the territory of my own State when I come here to respond 
to the address of welcome of the Governor of Wisconsin. I am 
willing to admit that the boundaries were a little indefinite. 
And then I remember another thing, — when I come to speak of 
the country upon which we stand to-day, — that in 1778, George 
Rogers Clark, from Virginia, and a gallant company of men from 
Kentucky, who had also come from Virginia, came out to this 
Northwest Territory, and those men made it possible, when the 
treaty took place between this country and our mother country, 
to make a claim for this great Northwest Territory which now 
constitutes five of the most prosperous States of the American 
Union. 

When I look back upon the history of my State, — and it does 
carry me back to the days when the struggle was going on here 
between this Anglo-Saxon man and the Indian for the protection 
of this great country, — I cannot recollect it very well, but I am 
reminded just here of a thing that occurred in Washington some 
time ago. A man went to stand a civil service examination, 
and he failed, and the next day some countryman said, "John, 
why couldn't you stand that examination ?" He said, "Them 
fools asked me about things that happened before I was born." 

You remember that when the colonies were first getting ready 
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to make the great struggle that they made against the mother 
country, they came down to the old county of Westmoreland 
on the banks of the Rappahannock River and got George Wash- 
ington to lead them on through the terrible trials to victory. 

I would like to have you remember, too, that a son of old 
Virginia penned the bill of rights of that old commonwealth, 
which has been copied into every constitution of every State 
in the American Union, and which is the grandest declaration 
of human rights that has ever been made by an uninspired pen. 
When it became necessary for this country to declare the reasons 
that impelled it to separate from its mother country, once 
more the representatives of the colonies came to Virginia for a 
brain and pen to produce the Declaration of Independence, and 
they found them in the person of Thomas Jefferson, and then 
they wanted a man to construe the Constitution of the United 
States. They found him in John Marshall, the second presiding 
justice of the Supreme Court of the United States. 

Again, during Thomas Jefferson's administration, the Louisi- 
ana Purchase was made, and this great country was opened from 
the mouth of the Mississippi to the Northwest, and the domain 
of the American people was doubled by that single act. 

Now, my friends, I have given you some of the performances 
of the sons of the commonwealth of which I have the honor to 
be the chief executive, and I have done it because I believe that 
every American citizen has an interest in the record and in the 
history and in the performances of these men, and I have stated 
to you what they have done, not as Virginians, but as American 
citizens. 

We have assembled here for a definite purpose. I know the 
troubles that we have got to encounter. I know the difficulties 
that stand in our way, and I know the tendencies of the American 
people. The tendency of the American people is to pass resolu- 
tions and not carry them out. It won't do for us merely to get 
up here and say we believe in equal taxation, and in the distribu- 
tion of public burdens which will make every man bear his 
share. This assemblage must point out the method by which 
every man shall be compelled to bear his share ; and there is a 
heap of difference between a man when he comes in from a fish- 
ing trip and that man when he gives his list to the assessor. 
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The task that we have set ourselves to, is to devise some gen- 
eral plan. You cannot devise a plan that will suit every State, 
because of the different conditions. The same tax law that will 
answer for Wisconsin will not answer in Virginia, although we 
down there try just as hard as you do to get up a good tax law. 
It has got to be modified by the environment. The great prin- 
ciple which should underlie our actions is the principle of 
equity. You cannot force people to carry out an unjust law, 
and you cannot demand and acquire for your State that respect 
which its laws ought to have unless you enact laws which are 
founded in justice and in right. You have got to be fair to the 
people and honest with the people, and then ask them to be as 
fair with you and as honest with you as you have been with 
them. 

A State is never greater than its laws. A State is never as 
great as its laws, because the law is the crystallization of the best 
public sentiment in the State. We ought to be careful how we 
make laws. We ought to make laws just like the law we have 
spoken of with reference to taxation founded in justice and in 
right, founded upon the will of the people, and then look back 
to the people for the strength and power with which to carry 
them out, and they will give it to you. I have great faith in the 
American people. 

I thank the president of this association for the honor that he 
has conferred upon me and the State from which I come, by ask- 
ing me to be one of the speakers to respond to the gracious words 
of welcome which have been uttered by the Governor of the 
great State of Wisconsin. I trust that this assemblage, working 
together as one man, may do something to advance the interests 
of the great American commonwealths that go to make the 
great American Union — this great country of ours whose flag 
we all love, and whose flag we all honor, though the time has been 
when we shot at it a little. 

Mayor Seidel: It gives me pleasure to introduce Hon. 
Lawson Purdy, President of the Department of Taxes and 
Assessments of the City of New York. 

Mb. Lawson Purdy : I am announced to say a few words, 
especially on the part of the International Tax Association. If 
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the Association has done a service in providing a platform for 
the discussion of taxation during the past three years, the es- 
sence of that service is this : That there have gathered together 
those who administer tax laws, those who construct tax laws, 
those who interpret tax laws, and those who contest them, bring- 
ing here on a neutral platform men who often meet only at 
enmity, and enmity never clears counsel. * 

Where men are chiefly concerned to press only one side of a 
question, the result very often is unsatisfactory. The tendency 
of those who administer tax laws is frequently to feel that 
every one who comes before them, to object, is hiding the truth, 
or deliberately saying that which is not true. The tendency of 
those who feel that an injustice has been perpetrated, that they 
are claiming only that which is just for themselves or their 
clients, is to regard the administrator of the law as an executioner, 
as one who is to be deceived and hoodwinked and browbeaten, 
or their rights cannot be obtained. I have had some experience 
on both sides of the bar. I know the tendency, and have seen 
it many times. 

Here in the last three Conferences we have seen the attorney 
for the taxed discussing amicably with the administrator, the 
attorney of the taxer. It is hard from one side of the bar to see 
all the difficulties that appear on the other side, and especially 
hard unless we have a neutral ground where each, without 
heat, can express that which is in his mind. 

There are hardships on both sides. I know in the State of 
New York how hard it is that one man should be obliged to 
represent a corporation where he has to meet, theoretically, with 
six hundred boards of assessors on the same day of the same week. 
That is one case. It is a hard thing to be obliged to obtain and 
pay thirty-three hundred tax bills for one taxpayer, all over the 
State of New York. On the other hand, it is a mighty hard job 
for these assessors who are called upon to value that with which 
they have had no experience, under a law which oftentimes they 
have never read. 

It is the work before this Association to bring out all these 
difficulties, not on one side only, but on both ; to help to con- 
struct laws that are practical, not merely framed to carry out 
some theory which sounds well in general expression, but which 
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can be easily and equitably enforced. And we should work also 
so that we shall have the most effective assessment, suitably 
devised for every class of property that is subject to taxation. 

We can reach these good results by the combined knowledge 
that we have gathered on these platforms in the last three years, 
and that is brought here to-day. 

The Governor of Virginia told of the man who could not pass 
the examination because "those fools asked him about things 
that happened before he was born." I have talked many a 
time with legislators who were struggling to accomplish some- 
thing, when, if they had only had a little knowledge of what 
had happened before they were born, they could have saved 
their time. 

We have with us the professors from the colleges who have 
made it their business to know what happened before we were 
born. We have with us the students who bring to us the expe- 
rience of the world, so that we shall be saved from the mistakes of 
the past. Then we have with us the men of affairs who pay the 
taxes and who know the difficulties that confront them in ob- 
taining a just assessment, and we have administrators who know 
a practical tax law when they see one. That is part of the aim 
of this Association, to bring these men here. 

I have had the pleasure of meeting many of you at our previous 
Conferences, and I know how much you professors and you 
administrators have done for us, and I know how much you 
men have done and can do whose business it is to protect the 
rights of clients before taxing bodies. All of us are needed. 
We all have our work to do, and through the cooperation of 
knowledge brought together here in peaceful arbitration shall 
we work out gradually a better and better solution of this vast 
and fundamental problem we have come here to discuss. 

Mayor Seidel : It affords me great pleasure to introduce to 
you Mr. E. H. Bowers, Chief Inspector of Stamps and Taxes 
of the Inland Revenue Department of England, a brother from 
across the ocean. 

Mb. E. H. Bowers : It gives me very great pleasure to be 
able, on this occasion, to thank the Governor of Wisconsin, who, 
in the name of the Association and of the State, has welcomed 
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us Britishers to this platform. You have no idea of the extent 
to which we appreciate that kindness of the Association in 
inviting us to attend here. 

We are delegates sent by the British government, not to 
attend this Conference, — for we did not then know of it, — 
but we were sent over here to inquire into and report on the sys- 
tem of local taxation which prevails in the different cities and 
counties of the several States of America. We have come here 
as humble students of a subject of which I am afraid we knew 
very little when we started out. We have come here to learn 
and not to criticise. We have only been here in the States a 
little over a week, and during that time we have managed to 
pick up some information. We have yet a lot to learn, and we 
have been given a magnificent opportunity of learning much of 
what we were sent over to try to learn, thanks to your kind 
invitation to us to attend this Conference and to meet and mingle 
and commune with the various representatives of the local 
governments and the professors of the universities who have 
studied these questions, and with the various administrative 
authorities assembled here. We feel that we shall go back well 
primed on at least the elements of that vast subject which we 
have been sent over here to explore. 

We propose, before we return to England, to visit some of the 
States and some of the municipalities where we may get the most 
desirable information. We shall not have time to visit all, but 
we ask for your assistance in advising us which States we should 
go to. That will help us immensely, and we shall probably be 
able to fulfill our mission to the satisfaction of those who sent 
us. We want to see something of the inner workings of the 
administration of the various systems. 

I now thank you, not only in my own name, but in the name 
of the British government, for the kind reception you have given 
us in our travels. 

Mayob Seidel : It affords me pleasure to introduce another 
Britisher from across the ocean, Mr. R. G. Hawtrey of London. 

Mr. R. G. Hawtrey: Mr. Bowers has explained how we 
came to be here, so I need not take your time. We had not been 
here in this country very long before we learned that by coming 
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to Milwaukee this week we should meet specialists in every 
branch of our inquiry, people who were anxious and ready to 
discuss the subject; and I will leave you to imagine how ex- 
tremely grateful we are for the opportunity of sitting at the feet 
of the Conference and hearing nearly all we want to know, thus 
enabling us to return to England primed with information which 
will be of real value. We have already had the opportunity of 
conversing with several members of the Association, and it was 
surprisingly interesting to meet with them; but one and all 
said that we could find very little to learn here, that the American 
system of taxation was full of flaws. Now we have not been 
here long, but we have been here long enough to learn that there 
is an enormous amount for us to look into. Of course the Asso- 
ciation and the members are interested in what is wrong, so 
that they may improve their present systems. We are learners, 
and we are interested in what is right. Several members of 
the Association seem to think that we live under an ideal finan- 
cial system in England, but probably there is a great deal more 
for us to learn from you than there is for you to learn from us ; 
though I will not deny — at least, modesty does not require 
me to deny — that there is a great deal that you may copy from 
our system. Of course all nations experiment more or less, but 
some of the nations' experiments are successful. I join Mr. 
Bowers in thanking the Association for extending to us the 
privileges that you have given. 

Mayor Seidbl : Before introducing the permanent chairman, 
I wish to thank you for your kind attention and cooperation in 
making the work that I had to perform here easy. The Hon. 
J. O. Davidson, Governor of the State of Wisconsin, will now 
act as permanent chairman of the Conference. 

Governor Davidson : I thank you for this additional honor, 
for I consider it a great honor to have the privilege of presiding 
over this important Conference. There are a great many ques- 
tions that you will have to discuss here, and I think one of the 
greatest questions for you to settle is to find some means by 
which you can induce every taxpayer to give in the value of his 
property to the assessors. If you can do that, the rest will be 
easy. It undoubtedly will be a hard task to devise some 
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scheme by which you can get a man to give in his property to the 
assessor, but if every property holder in the State of Wisconsin 
should give in his property, the tax would be so small that the 
taxpayers would scarcely realize that they were paying any 
taxes. 

It gives me pleasure now to introduce Governor E. F. Noel of 
Mississippi. 

Governor Noel: I came this afternoon not to any place 
assigned on the program, and with no desire for any place, but a 
desire to listen and to learn. We have not made in any State 
such progress in tax matters as we should have made. We have 
a great deal to learn yet in all the States, and a great deal to 
unlearn, and a great many mistakes to correct, and we come here 
to learn the experience of Canada, of the Federal government 
itself, and of the various States. 

The object in every State, in every country, and in every land, 
is to equitably apportion the burdens of government upon the 
taxpayers according to their ability to bear, without depriving 
them of the means of subsistence. The only accurate — if it is 
just — system that could be devised, theoretically, would be 
one upon income, where those whose incomes only provide the 
necessaries of life are not to be taxed at all, and those whose 
incomes are beyond that sum should bear it all. Now that 
would be an equitable system. 

It would not be necessarily that those who paid the taxes 
should bear the burden alone, because the man who owns the 
railroad, the street car, the steamboat, the buildings, offices, or 
residences, or anything, would add to the interest on his invest- 
ment the taxes that were paid, along with the expense of im- 
provement, and collect it back again. He would do all this, 
necessarily, for if he did not do it he would lose his property. 
We cannot get that system now, but we can look through all the 
systems, having an ideal in mind of how to equitably distribute 
the burdens of government. When the taxes have been col- 
lected, they should be invested in a way that they will bring the 
largest returns to the people from whom they are collected, and 
for whose benefit they should be expended. 

We are coming to look into the collection, its equity, at the 
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disbursement, its justness, and at the devious ways by which 
some men shift their burdens upon others, because every man 
who dodges a tax, the amount of which is necessary to run a 
village, a city, a county, a State, or a nation, has thrown his 
obligation upon some other man, who must provide for him what 
he has dishonestly evaded. We want laws that will place a 
premium upon honesty, and that will punish tax dodging as it 
would any other crime, by making those who are guilty pay its 
cost as well as bearing their share of the burden. Then, when the 
taxes are collected, we should look over the whole line of activities 
of the municipality, the county, state, or federal government, and 
see where the activities of government can be most wisely, most 
beneficially directed, and in what channels public money can 
be most properly expended. These are the subjects that we 
are meeting here to discuss. 

As the executive of one of the States so far south that it 
borders on the Gulf, whose legislature has sat in session four 
months this year, and to whom, as chief executive, every diffi- 
cult problem is passed up by the legislature, I find that in coming 
here I learn a vast deal more than I could learn from books 
when I am at home ; I learn the distinctions that you make, by 
hearing the experts present the questions. 

I thank the people of Milwaukee and of Wisconsin for the 
cordial welcome they have given us and the courtesies which 
they extend on every hand. And I thank you for the oppor- 
tunity of being here, and meeting the gentlemen from Canada, 
from England, and from the federal government, and from the 
various States and educational institutions, who have devoted 
days and nights to the study of intricate and difficult questions, 
and for the information and knowledge which we shall all 
receive from their reports during the course of this gathering. 

Governor Davidson : I have the pleasure of introducing to 
the Conference Lieutenant-Governor Bliss of Rhode Island. 

Lieutenant-Governor Bliss : I do not know exactly how to 
express myself at this time. Nothing could possibly have been 
more unexpected. 

Selected by my State as one of the committee to examine into 
the system of public finances in vogue in that State, we came, as 
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delegates, to the Louisville Tax Conference a year ago. We 
came to learn, and we did learn a great deal. We are here again 
this year to learn more, and I know from the gentlemen whom I 
heard, and the program as laid out, that we shall have an oppor- 
tunity to learn a great deal, and be able to go back to the far 
East, and carry some assistance, at least, to help the people in 
framing these laws. I suppose that we have in Rhode Island 
about the worst system of taxation now in vogue, but we hope 
to improve it. 

I wish to thank you very heartily, and acknowledge the debt 
which I may say my State owes to this Association for the 
assistance which they have rendered them. 

Governor Davidson : I take pleasure in introducing Colonel 
A. J. Matheson, Provincial Treasurer of Ontario^ 

Colonel A. J. Matheson : I have been at the meetings of 
this Association twice before, so I am not altogether a stranger 
to you. I have learned a great deal, and I have to thank Gov- 
ernor Davidson and the Association for inviting us over here to 
learn, because our tax system, though somewhat different from 
yours, owing to the difference in our constitution and our 
powers, is yet somewhat based on the same principles. It is 
the principle of equitable taxation, and it is not altogether a case 
of trying to reach the rich man. 

Sometimes in our anxiety to get at the large corporations and 
the men whom we do not think are paying enough, we let the 
others pay too little. I think this is a principle that ought to 
be considered in all your recommendations. I understand that 
in one of your States the taxation of one of the railroads, for in- 
stance, was put up to its just value. It was not raised too high. 
It was a reasonable valuation. But still it had to be reduced. 
The railroad went to your courts and had it reduced. Why? 
They showed that town after town were assessing the property 
of the people at too low a rate, 10, 20, 30, and 40 per cent, and 
finally the officers in authority of that State had to reduce the 
railway rate in proportion to the rate that the others were 
paying. So you see that there are some questions we have got 
to consider and learn about, because of the principle involved. 
Taxation must be equitable ; not trying simply to get the most 
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we can out of every one, but asking them for the fair proportion 
that is assessed between all the people. 

I think the great difference between you and ourselves is 
that here the Federal power is defined and limited. With us it is 
the other way. For instance, in the case of railway taxation, we 
can only impose direct taxation within the Provinces, and we 
cannot impose a tax on the gross earnings. I think it is proper 
to tax railways, but if we try, as a Province, to fix such taxes, it 
would be declared ultra vires. But still I have learned a great 
deal, and I have come here to learn more. 

I thank you for the kind invitation of the executive, and for 
the splendid work which I think your Association has been doing. 
In England, when a man has an opinion to give, he writes it out 
and sends it to the Times. You do not do that, and we do not 
do it in Canada, but you work through your associations, such 
as these, forming public opinions and giving them out in the 
right way. 

Governor Davidson: I now take pleasure in introducing 
Lieutenant-Governor J. Taylor Ellyson of Virginia. 

Lieut.-Gov. Ellyson : The Tax Commission of Virginia, 
with the exception of one member, is present at this Conference. 
They are here to learn, and we hope we may be able to contribute 
something to a better understanding of what is best for the 
interests of the States, the municipalities, the Provinces, and all 
interests represented here. I come from that State where it is 
said the sun nowhere shines so bright as down in Old Virginia, 
and we come because you have so courteously invited us to do 
so, and on behalf of those associated with me I desire to express 
our grateful appreciation of the opportunity to be associated 
with you in this Conference. 

Governor Davidson : Mr. A. C. Pleydell will present the 
recommendations of the Executive Committee of the Interna- 
tional Tax Association. 

Mr. A. C. Pleydell : The constitution of the International 
Tax Association requires that the preparations for these Con- 
ferences shall be made by the Executive Committee, and on be- 
half of that Committee I wish to make some announcements 
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and recommendations. I believe it is understood by most of the 
delegates here that these Conferences are composed primarily of 
the delegates appointed by the governors of the States, premiers 
of Provinces, and presidents of universities; that the work of 
the Conference from now on, throughout the sessions, is entirely 
in the hands of the appointed delegates. The Association, as 
an Association, simply makes recommendations, and such 
advance preparations as seem advisable in order to save time 
and prevent confusion such as might result from an organization 
that was not perfected until after the arrival of the delegates, 
and prepares a program which it would be practically impossible 
to leave until after you were here. 

The Executive Committee, having selected a permanent chair- 
man, who I am sure meets with the entire approval of the Con- 
ference, now recommend as the next order of business the se- 
lection of three vice chairmen; and would suggest that the 
gentlemen chosen to act as vice chairmen should be the visiting 
Governors and Premiers. Those present are Governor Mann 
of Virginia, Governor Noel of Mississippi; and Premier Roblin 
of Manitoba is expected to arrive this evening. 

[At a subsequent session Hon. A. J. Matheson of Ontario was 
named vice chairman in place of Premier Roblin, who was pre- 
vented from attending the Conference.] On motion, this recom- 
mendation of the Executive Committee was adopted. 

Mb. Pleydell : The Executive Committee thought it might 
be well at this time to suggest rules leading to the proper 
organization of the Conference. These rules follow generally 
the procedure which has been adopted at the three former Con- 
ferences, at the recommendations of the Rules Committee, and 
cover the appointment of committees which heretofore have 
been provided by independent resolutions. The rules suggested 
are these : 

Rules 

1. The organization and procedure of the Conference shall be 
governed by Article 6 of the Constitution of the International 
Tax Association, limiting the voting power to delegates appointed 
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by Governors, Premiers, and Presidents of Universities and 
Colleges. 

2. Standing Committees shall be appointed as follows : 

(a) A committee of five on credentials, named by the Chair. 
(&) A committee of five on rules and program, named by 

the Chair, 
(c) A committee on resolutions, to be composed of one 

member from each State and Province represented, 

to be selected by the delegates present from each 

State and Province. 

3. Addresses shall be limited to twenty minutes. 

4. Discussion shall follow each paper, where the subject is 
different from the following one, and shall follow a group of 
papers when the subject is similar. 

5. Each speaker in discussion shall be limited to five minutes, 
and the general discussion shall not exceed thirty minutes unless 
otherwise voted. The privilege of the floor shall be extended 
to members of the International Tax Association and public 
officials. 

6. The order of discussion shall be : 
(a) Invited speakers. 

(6) Those who give notice of their desire to discuss a par- 
ticular paper, 
(c) General discussion by delegates. 

7. The ordinary rules of Parliamentary procedure shall 
govern otherwise. 

[At the third session a further rule was adopted : 
"Resolutions shall be referred to the Resolutions Committee 

without debate."] 
Mr. Frank P. Crandon (Illinois) moved the adoption of the 

rules. Motion carried. 

Governor Davidson : Delegates from each State represented 
will please hold a caucus and select one of their number as a 
member to represent their State or Province on the Resolution 
Committee, and give the name to the secretary as soon as 
possible. (The Resolutions Committee membership, as finally 
completed, is printed on page 24, ante.) 

The meeting then adjourned. 
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[At the evening session, Governor Davidson announced the 
Committees on Credentials, and Rules and Program, as follows :] 

Committee on Credentials 

Samuel T. Howe of Kansas. 
O. M. Hall of Minnesota. 
W. M. P. Bowen of Rhode Island. 
W. A. Richards of Wyoming. 
J. W. Harris of Manitoba. 

Committee on Rules and Program 

A. C. Pletdell of New Jersey. 
Clement F. Robinson of Maine. 
Edward L. Heydecker of New York. 
J. J. Thomas of Utah. 
Frank B. Schutz of Wisconsin. 



^ar 



ixa- 
ocal 
itu- 
luo- 

3. 

gsof 

per- 

mof 

mak- 



ltons 

ry of 

sition 

It has 

nited 

while 

e for- 

funda- 

>cratic. 

>perate 

> Amer- 

11, cases 

ive been 

ist under 

n shaped 

i -st demo 




THE GENERAL PROPERTY TAX IN SWITZER- 
LAND 

Br Chables J. Bullock 

Professor of Economics, Harvard University, Cambridge, Mass. 

SUMMARY 

I. History of Swiss property taxes. — Federal and cantonal taxa- 
tion. — Income from property and industries. — Cantonal and local 
taxation is diversified : the various taxes employed. II. Constitu- 
tional status of the property taxes. — The property taxable. — Deduc- 
tion of debts. — Methods of assessment. — Penalties. — Tax rates. — 
Taxation of corporations. — Communal taxation. III. The workings of 
the property taxes : (a) real estate ; (6) mortgages ; (c) forests ; (d) per- 
sonal property ; (e) the prevailing rates of taxation. — The taxation of 
incomes. — State supervision of local assessments. — Popular lawmak- 
ing. — Conclusion. 

Fob an American the property taxes of the Swiss cantons 
have peculiar interest. Switzerland is the only country of 
Europe in which direct taxes upon property hold such a position 
in the fiscal system as they occupy in the United States. It has 
a federal form of government ; and therefore, like the United 
States, must adjust federal finances to state and local, while 
readjusting the latter to the conditions created by the for- 
mation of a federal union. In political institutions, also, funda- 
mental similarity exists, since both countries are democratic. 
Evidently, then, the property taxes of the Swiss cantons operate 
under conditions closely resembling those with which the Amer- 
ican student is familiar; they are in most, though not all, cases 
the mainstay of the state and local finances ; they have been 
adjusted more or less perfectly to the relations that exist under 
a federal system of government ; and they have been shaped 
in accordance with the popular will of some of the most demo- 
cratic communities in the world. 

53 
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The property tax in Switzerland is a very old institution ; it 
is also, as we now find it, mainly the product of the nineteenth 
century. In the Middle Ages the German emperors levied 
direct taxes upon the property of their Swiss subjects. In the 
thirteenth and fourteenth centuries, as various cantons secured 
fiscal autonomy, property taxes were employed whenever occa- 
sion demanded, as in Schwyz, for example, where as early 
as 1294 there was a tax on the capital value of property, and 
each citizen was required to make "a loyal and true "declara- 
tion of his entire fortune. These imposts were, however, an 
occasional and extraordinary form of revenue, since in ordinary 
times the governments were expected to subsist upon the in- 
come from public property and the produce of indirect taxes. 
Glarus and Geneva seem to have been the first cantons to make 
direct taxes upon property a regular and ordinary resource; 
in the former the present general property tax, and in the latter 
the "taxe mobilitore" have been in continuous operation since 
the last half of the seventeenth century. Elsewhere the prop- 
erty taxes remained an extraordinary expedient, and early in 
the eighteenth century completely disappeared. In 1798 the 
Helvetic republic introduced taxes on land and movables; 
but when the cantons regained their autonomy in 1803, most of 
them abolished these taxes, 1 and undertook to finance them- 
selves in the eighteenth-century fashion. But conditions were 
changing, and with the growth of democratic institutions were 
to change still more until direct taxation in some form or other 
became an absolute necessity. Then, and only then, were 
direct taxes upon property or incomes reestablished. Zurich 
led the way in 1832, and by 1856 had been followed by eleven 
other cantons. Between 1867 and 1879 four others reintro- 
duced direct taxation ; Solothurn, the last to reconcile itself to 
the new order of things, postponing its evil day until 1894, when 
a series of deficits compelled the people to accept a combined 
property and income tax. Except in two cantons, therefore, 

1 Glarus, Geneva, and six other cantons continued to levy property taxes. 
The Last mentioned were newly created cantons which had no other re- 
sources. 
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the existing Swiss property taxes are of comparatively recent 
origin, and are a reluctant concession of Swiss democracy to 
the financial exigencies of the nineteenth century. 

The present status of these taxes is both similar to the status 
of the property tax in the United States, and at the same time 
different from it. In Switzerland, as in our own country, the 
revenues of the federal government are derived chiefly from 
indirect taxes ; and direct taxation is reserved for the use of the 
state and local governments. There is not, however, in Switzer- 
land such a separation of the federal from the state and local 
taxes as prevails in the United States. The Swiss alcohol 
monopoly is administered by the Confederation, but the profits, 
which correspond to our tax on spirits, are divided among the 
cantons in proportion to their population; and the same is 
true of an unimportant tax on commercial travelers. The 
military exemption tax, imposed upon all persons liable to 
military service who do not perform such duty in any year, 
while regulated by federal law, is administered by the several 
cantons; and the proceeds — a very substantial sum — are 
divided equally between the cantons and the Confederation. 

Prior to the establishment of a federal bank under the Act 
of 1905, most of the cantons derived a substantial revenue from 
a tax on the note issues of the cantonal banks. Since that event, 
these issues have gradually disappeared, and with them the 
revenue from the bank taxes ; but the cantons, by way of com- 
pensation, are now receiving from the federal treasury an annual 
grant of over two million francs, which will be assumed by the 
federal bank as soon as it is able to do so. And finally, the 
Confederation, out of the surplus accruing from very produc- 
tive duties on imports, has granted subventions to the several 
cantons for the development of agriculture, promotion of edu- 
cation, conservation of forests, and the improvement of roads 
and rivers. As a result, the cantons now receive from the federal 
treasury, and from the military tax collected under federal law, 
a considerable part of their income. In 1900 not less than 
13 per cent of the gross revenues of the cantons, and a materially 
larger percentage of the net revenues, came directly from the 
federal treasury or from the military exemption tax. It goes 
without saying that such an arrangement materially lightens 
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the pressure of cantonal taxation, even though, under the sub- 
vention system, the federal grants are usually conditioned upon 
further expenditure by cantonal or local authorities. 

It is further to be observed that the weight of cantonal and, 
more particularly, local taxation is considerably reduced by 
revenues derived from public property and industries. The 
income-yielding property of the cantons does not greatly ex- 
ceed, if it exceeds at all, the cantonal debts; and the income 
from this source is largely, if not wholly, offset by interest pay- 
ments. From the cantonal banks substantial profits are real- 
ized, while from forests the revenues are small, since most of the 
public forests of Switzerland are owned by the local governing 
bodies and not by the cantons. The net result is that in some 
of the richer cantons the pressure of state taxation is materially 
reduced by the revenue from such sources, and that the average 
canton is more favorably situated than the average American 
State. Among the local governing bodies conditions differ 
widely. In the cities the income-yielding property is generally 
much less than the municipal debts ; but municipal industries, 
with the exception of street railways, usually yield a substantial 
profit and sometimes a very large one. In rural districts, on 
the other hand, communal industries are less important, but 
income-yielding properties far exceed communal indebted- 
ness. 

A large part of the forest area of Switzerland is owned by the 
communes, and the revenues from forests and other productive 
property materially lighten the weight of local taxation. There 
are, in fact, not a few communes where the income from public 
property and miscellaneous sources^suffices to defray all local 
expenses, and communal taxation is unknown. Lest, however, 
I give you a false idea of average conditions, I hasten to add 
that the number of communes levying no taxes is steadily de- 
creasing, and that in many localities taxes are exceedingly high. 
Both cantons and communes, it appears, are increasingly de- 
pendent upon taxation, since other revenues have not in general 
kept pace with the growth of public expenditures. But up to 
the present the federal subventions and the revenues from public 
property or industries have made the financial conditions ma- 
terially different from those which prevail in the United States, 
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where both state and local governments are dependent almost 
exclusively upon taxes. 

Not only is taxation a relatively smaller factor in the revenues 
of Swiss state and local governments, but its sources are far 
more diversified than in the United States. In 1902, accord- 
ing to our last census, not less than 82 per cent of the tax reve- 
nues of American state and local governments was derived 
from ad valorem assessments upon property. For Switzerland 
no similar statistics are available, but it is certain that the prop- 
erty tax, while usually more important than any other, furnishes 
a much smaller proportion of the aggregate tax revenues than 
in our own country. The various imposts employed are numer- 
ous and difficult to classify, but for our purpose it will suffice 
to divide them into personal, sumptuary, license, or privilege, 
transfer, income, and property taxes. 

Our first group includes poll, household, and habitation taxes. 
Cantonal poll taxes are usually levied at moderate rates ; but poll 
taxes are sometimes very high, and, what is more, are rigorously 
collected. In the canton of Zurich there are many communes 
where the local poll tax ranges from eight to fourteen francs, to 
which must be added the cantonal tax of one and one half francs ; 
and there are other cantons in which these figures are approached 
or even exceeded. In Vaud, where the tax is graduated accord- 
ing to the resources of the taxpayer, the rates in some places 
rise to five or six hundred francs. Household taxes, imposed 
on heads of households, are in use locally in a number of cantons, 
and range from one to sixteen francs per household. Where 
poll and household taxes coexist, as is frequently the case, 
every head of a household, even though he be a small farmer 
or common laborer, may have to pay a poll tax of from ten to 
sixteen francs and a household tax of from eight to fourteen. 
The habitation or rental tax is used by the canton of Geneva 
and some of the larger cities of other cantons. Altogether it 
is evident that these taxes on persons, though not found every- 
where, have in Switzerland a scope and rigor quite unknown 
in our own country, with the possible exception of a few of the 
Southern States. 

Sumptuary taxes on servants, horses, and pleasure carriages, 
billiard tables, automobiles, bicycles, and dogs, are extensively 
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employed by the canton of Geneva ; and elsewhere are repre- 
sented chiefly by taxes on automobiles, bicycles, and dogs, with 
here and there a tax on billiard tables or pianos. With these 
we may include the monopoly of the sale of salt, from which all 
of the cantons derive a certain amount of revenue. The prod- 
uce of these taxes is nowhere very important, but it helps to 
reduce the pressure of direct taxes on property or income. In 
Geneva, at the present time, personal and sumptuary taxes 
furnish about 10 per cent of the tax revenue of the canton. 

License or privilege taxes are represented in all cantons by 
peddlers' licenses and the very interesting licenses for hunting 
and fishing; also by innkeepers' licenses and licenses to sell 
intoxicating liquors at retail, which in most cantons, on account 
of the customs of the people and political power of the licensees, 
are not as high as they ought to be, and very far below the rates 
now charged in many American States. Some cantons, too, 
impose taxes, or concession fees, on water-power privileges, and 
are beginning to derive a substantial revenue therefrom. And 
finally, in lieu of a tax on business profits, a few cantons impose 
a general license tax, modeled more or less closely after the 
French "patente" on all occupations, industries, or professions. 

In practically all cantons certain transfer taxes yield a sub- 
stantial revenue, and in a few a general system of transfer and 
transaction taxes affords a very large income. First in im- 
portance are the taxes on inheritances and gifts, which are found 
in nearly every canton and are relatively more productive than 
the inheritance taxes of the American States; in 1900 they 
yielded about one sixth as much as all the direct taxes levied 
by the cantons. Then come taxes on transfers of real estate, 
which are found in about two thirds of the cantons, and some- 
times, as in Geneva, Vaud, Bern, and Zurich, afford a very 
large revenue. Two thirds of the cantons also impose stamp 
taxes on various commercial or legal transactions, and three 
tax transfers on the stock exchanges. In 1900 the cantons 
derived from transaction and transfer taxes other than inherit- 
ance taxes over one sixth as much as they received from all direct 
taxes; with the inheritance taxes included, the yield of the 
transfer and transaction taxes amounted to approximately one 
third of the direct taxes. 
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Geneva, which has developed these imposts into a general 
system of registration duties, after the French model, derives 
about as much revenue from them as it does from direct taxes ; 
in 1909 the canton received 3,353,200 francs from transfer and 
succession duties and 3,437,800 francs from taxes on real and 
personal property. In all such comparisons, I should add, it 
is to be remembered that the taxes of the Swiss cantons con- 
stitute a very large proportion of the total levied for state and 
local purposes, whereas in our own country the revenues of the 
States are but a small fraction of the combined country and 
municipal revenues. When Geneva, therefore, raises a third 
or more of her cantonal revenues by transfer taxes, she greatly 
lightens the burden resting upon property subject to taxation ; 
whereas the average American State, in a similar case, would 
not very greatly reduce the total taxes falling upon property. 

The income tax is employed by twenty out of the twenty- 
five cantons. Usually it is designed to reach only incomes not 
derived from taxable property, such as business profits in excess 
of the current rate of interest on the invested capital, wages, 
salaries, and professional earnings. But in four cantons it 
extends to all incomes, so that there exists in these cases a so- 
called double taxation of property and the income therefrom. 
In one canton, Bern, the property tax is applied only to real 
estate and the mortgage indebtedness resting thereon, and the 
income tax reaches all incomes other than those derived from 
land and mortgages. 

The result is that the function and financial importance of 
the income tax vary greatly from canton to canton. Where its 
function is merely to reach personal, industrial, and professional 
incomes, which pay nothing under the property tax, the tax 
on incomes produces, on an average, perhaps one third as much 
as the tax on property. Its precise yield depends not only upon 
the comparative rates of income and property taxation, but also 
upon the comparative completeness of the assessment of incomes 
and property. Where about one half of the taxable property 
evades assessment, as in Zurich, and there are large industrial 
or commercial centers in which the income tax is reasonably 
productive, the yield rises to 60 or 70 per cent of the income 
from the tax on property ; and where the conditions are reversed, 
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as in Fribourg or Vaud, the income tax may yield but 12 or 15 
per cent of the amount collected from property. 

Upon the other hand, in the four cantons where the function 
of the income tax is not only to reach personal, industrial, and 
professional incomes, but also to bring about the so-called 
double taxation of property and income, the yield usually ex- 
ceeds that of the property tax. In Baselstadt, for instance, 
in 1909, the cantonal and local income taxes yielded 4,081,000 
francs, while the property tax, which is not used for local pur- 
poses, yielded but 2,124,000 francs. According to their func- 
tion, therefore, according to the comparative rates of income 
and property taxation, and according to the relative complete- 
ness of income and property assessment, the Swiss income 
taxes produce from 12 to 190 per cent of the yield of the taxes 
on property. In general, it may be said that in the average 
canton a substantial revenue is derived from taxes on incomes, 
and that the burden resting upon property is thereby materially 
reduced. The situation is clearly different from that of the 
American States, in which the income tax seldom exists, and 
never produces enough revenue to make the average taxpayer 
or public official conscious of its existence. 

This excessively long introduction will have justified itself, 
perhaps, if it has made clear the fact that, although the status 
of the Swiss property taxes greatly resembles that of the prop- 
erty taxes of the American States, there are nevertheless im- 
portant points of difference. Federal grants and subventions 
lighten the weight of cantonal and local taxation; revenues 
from property and public industries further reduce it ; the bur- 
den that remains is not thrown almost wholly upon property, 
as in the United States, but is distributed among a yariety of 
direct and indirect taxes, so that the share finally falling to 
the property tax, while usually the largest, 1 is relatively much 
smaller than in our own country. This fact I consider to be 
of capital importance. As will later appear, it goes far toward 
explaining the further fact that in Switzerland the property 

1 In Geneva the extraordinary development of transfer and miscellaneous 
taxes reduces the property taxes to an almost subordinate position. In Basel- 
stadt, Solothurn, and Tessin the so-called double income tax is more important 
than the property tax. 
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tax has not in general produced such intolerable conditions as 
attend its operation in the United States. 

II 

The constitutional status of the property tax in Switzerland 
is not unlike its status in our own country. The cantons are, 
generally speaking, sovereign in the matter of internal taxation ; 
but, like the American States, are limited by certain provisions 
of the federal constitution. There is, in the first place, the 
general guarantee of the equality of all Swiss before the law, 
which somewhat resembles the fourteenth amendment to our 
federal Constitution. This has been invoked in at least one case 
of alleged discrimination in taxation, but has not yet received 
the wide extension given to the fourteenth amendment by our 
Supreme Court. There is also a general guarantee of freedom 
of industry and commerce from restrictive taxation, which in 
theory, and to some extent in practice, prohibits taxes so laid 
as to operate as a restraint on the trade or occupation concerned. 
And then, of far greater practical and theoretical importance, 
there is a clause authorizing such federal legislation as may be 
needed to prevent double taxation. As yet no such legislation 
has been enacted ; but the federal court, somewhat against its 
will, has been obliged to take cognizance of a large number of 
cases brought before it, and has formulated certain general 
principles which now control cantonal legislation at a number 
of points. The court has ruled that real property is taxable 
only at its situs, so that the cantons have no power to tax land 
outside their borders. Movables have been declared taxable 
only at the domicile of the owner, but this principle has been 
modified so far as to make taxable at its situs capital invested 
in a branch establishment, industrial or commercial, and the 
investment of a limited partner in a "socteM en commandite. 99 
With joint-stock companies, however, the court has held that 
to tax the companies at their seat and then tax the share- 
holders at their domiciles is not double taxation in the sense 
contemplated by the federal constitution. Other decisions 
concern persons successively domiciled in two cantons during 
a given year, and hold that only a proportionate part of any 
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tax shall be paid in each canton. In general, the court has held 
to the theory that the double taxation contemplated by the 
constitution is that arising from intercantonal relations, and 
not that resulting from the legislation of a single canton. 

The constitutions of the several cantons, like those of most 
American States, contain more or less extensive provisions 
concerning taxation. The constitution of Baselland contains 
about all the law that exists in that canton concerning the taxa- 
tion of property and income; at the other extreme are con- 
stitutions that merely prohibit progressive taxation, fix the 
proportions that shall subsist between different taxes, limit the 
rates of direct taxation, or prescribe other general regulations. 
So far as I have yet found, none of them contains a requirement 
that everything must be taxed in the same way and at the same 
rate. In general, it is within the power of the cantonal author- 
ities to classify property for taxation, and this is not infre- 
quently done. Compared with the average American State, 
the Swiss canton is somewhat less trammeled by constitutional 
limitations, and therefore better able to adjust its tax laws to 
present-day needs. 

The laws of the various cantons naturally enough differ at 
many points, but, like those of the American States, exhibit a 
general family resemblance. They either make all property 
subject to taxation, and then proceed to allow certain exemp- 
tions, or else proceed by process of specification, exempting 
all that is not made specifically taxable. By the one process 
or the other such things as personal effects, household goods, 
artisans' tools, and agricultural implements are usually exempted 
in whole or in part. Thus far the laws run like those of the 
American commonwealths, but now begin exemptions quite 
foreign to the practice of most of our States. Cattle are wholly 
exempted in several of the cantons. In French Switzerland 
two cantons tax no personal property except interest-yielding 
investments. Bern exempts all personalty other than mort- 
gages, preferring to reach the income therefrom through her 
income tax. Appenzell (I. Rh.) knows nothing of the general 
property tax, and confines direct taxation to real estate. A 
most interesting class of exemptions concerns real property. 
Geneva exempts buildings used for agricultural purposes, 
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Schwyz exempts capital necessary for agricultural operations, 
and three other cantons tax agricultural buildings at only one 
half or three quarters of their value. One provides that all 
buildings shall be valued at two thirds of their actual worth. 
Personal exemptions granted to the sick, aged, or infirm, and 
to widows and orphans, find their counterparts in the United 
States; but I know of no American State that, like* Lucerne, 
accords a special exemption to heads of families; or, like St. 
Gall, acts upon the theory that the property of widows and 
orphans is more likely to be discovered than that of other per- 
sons, and therefore provides that it shall be assessed at only 
three quarters of its value. About half the cantons, finally, 
exempt a certain minimum amount of property, real or per- 
sonal, the exemption ranging from two hundred to five thousand 
francs; so that in many cases even small estates in land are 
freed from taxation. 

The deduction of debts is permitted on a far larger scale than 
in the United States, and it may be said that in Switzerland 
people are usually taxed upon their net fortunes. In cantons 
where the rates of taxation are progressive, this is the only 
logical course, since the absurdity of taxing a person progres- 
sively upon his debts is apparent to any one possessed of even a 
rudimentary sense of humor. A distinction is, however, made 
in most cantons between mortgage and other debts, and the 
treatment accorded the former is less liberal than that extended 
to the latter. Ordinary debts, not secured by mortgage, can 
be deducted from the gross value of one's entire estate in all 
cantons except Fribourg, where, however, the tax rate is pro- 
portional, and interest-yielding investments are the only form 
of personalty subject to taxation. Valais permits such deduc- 
tion for the cantonal tax, but not for local taxation; Tessin 
forbids it if the creditor lives outside the canton ; and Geneva 
limits it to fifty thousand francs. Concerning mortgage debts, 
the laws of the cantons vary about as widely as those of the 
American States. Appenzell (I. Rh.), which does not tax 
personal property, naturally enough refuses to allow the deduc- 
tion of mortgages; but all the others now permit deduction 
to a greater or less degree. Two of them authorize it in all 
cases. Some allow deduction only in case the landowner is a 
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resident of the canton; others permit such resident landowner 
to deduct only in case the creditor lives in the canton and is 
taxed on the mortgage. Several allow nonresidents as well 
as residents the deduction, provided the creditor lives in the 
canton and is taxed there. Others extend the privilege of de- 
duction to nonresidents upon conditions which cannot be 
enumerated here. Geneva limits the amount deducted to fifty 
thousand francs. A further complication arises from the fact 
that in some cantons where deduction of mortgages is permitted 
in connection with the cantonal tax it is not allowed in local 
taxation. And finally, the canton of Vaud, which permits 
deduction even for local taxation, authorizes the communes to 
levy, in addition to the regular tax, a special realty tax for 
which no deduction is permitted. The result is that in Switzer- 
land resident landowners can usually deduct their mortgaged 
debts, and that proprietors not resident in a canton are some- 
times granted the deduction; but that for local taxation the 
laws are somewhat less liberal. The general situation is in 
striking contrast with that of most American States, which tax 
real estate without deduction and then endeavor to tax mort- 
gage notes as personal property. 

Most of the cantons require taxpayers to make a return of 
their taxable property, but a few cling to the method of official 
assessment, and ask for no declarations. About half confine 
the declaration to personal property, and tax real estate accord- 
ing to official estimate. Declarations are required annually in 
some cantons; in others, at periods of from two to six years. 
Usually they must be in writing, but two cantons still accept 
oral statements. In two cases declarations are demanded only 
when a person settles in the canton, and thereafter assessments 
are revised annually by the officials. When real estate is as- 
sessed by official estimate, general revaluation takes place at 
such periods as from five to twenty years ; but in a few cases 
no definite time is set, and as a result land is sometimes taxed 
on the basis of cadastral valuations made half a century ago. 
The forms of declaration prescribed in the various cantons 
differ widely. Sometimes the taxpayer is required to submit 
a very detailed statement resembling those which most Amer- 
icans conscientiously abstain from making; in other cases, 
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including cantons where personal property is most success- 
fully taxed, nothing is required but a bare declaration that the 
net taxable property amounts to a certain sum, and that thereof 
a certain part represents the value of real estate. In Geneva, 
where personal estates are taxed with conspicuous success, the 
taxpayer makes no declaration of his property, but states merely 
the amount of the tax due from him. So far as I can learn, no 
canton requires the declaration to be under oath, but in some 
cases oaths are required if a person wishes to appeal from an 
assessment made by the officials. The statements of taxpayers 
are subject to official revision, and persons who make no decla- 
ration are assessed by the officials and frequently lose their right 
of appeal. 

For recalcitrant or dishonest contributors the laws provide 
the usual terrors, together with some that are not usual. Per- 
sons who make no declaration, besides being assessed by the 
officials and losing the right of appeal, are sometimes fined. 
For continued recalcitrancy at least one canton prescribes 
cumulative doomage. False returns are punished by fines of 
larger or smaller amount, and one canton even authorizes im- 
prisonment. Where evasion is detected, nearly all the cantons 
promptly proceed to recover back taxes for periods varying 
from two to twenty years, and add thereto fines varying from 
100 to 2000 per cent of the amounts withheld. Back taxes for 
five years and a penalty of five times the amount of the taxes 
represent, perhaps, the average rigor of the laws. For the de- 
tection of evasion there are two principal agencies. One is the 
returns of estates subject to the inheritance tax, which may 
be made in the first instance by heirs, but are naturally subject 
to official control. The other is the compulsory official inven- 
tory made at the taxpayer's death, and pending which his books 
and papers are placed under seal. Seven cantons now have 
the official inventory; the others content themselves with 
returns of property subject to the inheritance tax and such other 
information as the assessors are able to gather. In general, 
the Swiss laws are more severe than those of most American 
States, but no canton has yet hit upon the Ohio expedient of 
dragging bank officials into court and compelling them to testify 
concerning the affairs of their customers. On the contrary, 
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Swiss banks can refuse to give information about their cus- 
tomers' affairs, and uniformly would refuse to do so if the 
request were made. 

Tax rates are much more stable in Switzerland than in the 
United States. Sometimes the rate of the cantonal tax is 
fixed by the constitution or by a general law not easily changed. 
Even when it is nominally variable, it does not fluctuate much 
from year to year, and in practice is likely to remain stationary 
over considerable periods. Variable rates are generally con- 
sidered an evil, while proposals to increase existing rates must 
often be submitted to popular vote and are usually rejected; 
so that the cantonal authorities must ordinarily content them- 
selves with a stationary tax rate for property and income, and 
adjust their budgets accordingly. For local taxation the rates 
are subject to more variation, but probably fluctuate less than 
local tax rates in the United States. A few cantons have es- 
tablished maximum rates which communes are under no cir- 
cumstances permitted to exceed ; some others fix a rate which 
the communes cannot exceed without permission of the can- 
tonal authorities. 

The rate is usually the same for real and personal property, 
but this is not always the case. Four cantons impose a lighter 
rate on real estate than on personalty. In a number of others 
the rate is nominally the same, but realty is in fact less heavily 
taxed than personalty by virtue of provisions that it shall be 
assessed for only 70 or 80 per cent of its value, or that buildings 
shall be assessed at two thirds of their value, or that agricul- 
tural land shall be assessed at 70 per cent of its value, or that 
buildings devoted to agricultural purposes shall be exempted 
in whole or in part. Upon the other hand, one canton, after 
taxing land and movables equally under the property tax, 
imposes on real estate a second tax based upon the income it 
yields. It should be said, however, in this connection, that 
many cantons tax transfers of real estate ; and that such taxes 
sometimes, as in Vaud and Geneva, go far to offset the lower 
rate of taxation for real property. At least one canton, finally, 
gives to forests a separate classification, and assesses them either 
at one half their present exchange value or at twelve and one 
half times their average net yield for the last ten years. 
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Switzerland has been called the home of progressive taxa- 
tion, and much has been written about the progressive rates of 
her property, income, and inheritance taxes. While sometimes 
practiced in the Middle Ages, progression was not extensively 
employed until the last half of the nineteenth century, during 
which it steadily grew in favor. In some form or other it is 
now found in nearly all the cantons, but not necessarily for all 
taxes, and in the taxation of property is less used than in the 
taxation of incomes and inheritances. In eleven out of the 
twenty-five cantons the property tax is proportional, and in 
six of the others local taxes must be proportional, although the 
cantonal taxes are progressive. The methods of applying 
progression are various, and have been variously classified by 
different writers. All have their respective advantages and 
disadvantages, a discussion of which would carry me too far 
afield. The important thing for present purposes is that the 
scale of progression, while sometimes sharp, does not suggest 
a desire to confiscate large fortunes; and that, wherever the 
taxes on large estates seem excessive, this result is due not so 
much to the progressive scale as to the fact that the taxes are 
too heavy all along the line. I am of the opinion, however, 
that some of the cantons have carried progression quite as far 
as is safe or financially profitable. For this country Swiss ex- 
perience can offer nothing of present profit, since, until we have 
a tolerably complete assessment of taxable property, progression 
would mean nothing but graduating a person's tax rate accord- 
ing to his ability or inclination to dodge his taxes. 

The taxation of corporations offers such a favorable^field for 
diversity of methods that Swiss lawmakers would have been 
more than human if they had failed to take advantage of it ; 
and the decision of the federal court that the constitution of 
the Confederation does not prohibit double taxation of the 
property of a corporation and its capital stock, has left them 
entirely free to do their best — or worst. About one third of 
the cantons tax corporations domiciled within their borders, 
usually in the same manner as natural persons, and exempt 
the shares of these companies, shares of companies not domi- 
ciled within the canton remaining subject to taxation. Nearly 
a third more tax the shares like other personal property, and 
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then tax the company on some part of its property, or on its 
income, or in some other way that results in the company paying 
something less than the ordinary assessment on all its property. 
Vaud seeks to avoid double taxation by making the shares 
taxable to the holders for their par value, and then taxing the 
companies on their reserve and other surplus funds, including 
sinking funds. Double taxation of stockholders and the prop- 
erty of the corporation is practiced in a few cantons, but in at 
least one of these, Baselstadt, the tax levied on the corporation 
is so moderate that it leads to no complaint, and may perhaps 
be defended as a franchise tax. 

What has been said applies particularly to cantonal taxes ; for 
local taxation some cantons suspend all rules of the game, and 
allow the communes to pluck as many feathers as they please 
from any portion of any goose that may chance within their reach. 
Not unnaturally, this results in more squawking than is consistent 
with sound principles of finance. Other cantons suspend only 
part of the rules, and thus extend partial protection. Vaud 
applies to communal taxation the same regulations that govern 
cantonal, and so prevents double taxation. If cantonal taxa- 
tion is diverse, communal is chaotic ; and in general it may be 
said that in this matter our American States, although suffi- 
ciently in need of instruction, have little to learn from the laws 
of most of the Swiss cantons. 

In a majority of the cantons the taxes levied for local pur- 
poses exceed those for the use of the cantons, but in no such 
overwhelming proportion as in the United States, while in a 
number of cases cantonal taxes exceed communal. One canton 
confines communal taxation to a tax on incomes, and in the 
city of Geneva the municipal tax is a combined income and 
occupation tax. But elsewhere the property tax is used for 
local purposes, though usually in combination with income, poll, 
household, habitation, and even other taxes. In most, if not 
all, cases the tax on property is more important than any of 
the others, and the rates are sometimes very high, here and there 
approaching those prevailing in the United States. In French 
Switzerland, where communal administration in any locality 
is centralized in the hands of a single governing body, the polit- 
ical commune, the citizen pays but one tax in respect of his 
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property. But in the German cantons, where local adminis- 
tration is parceled out among a number of different sorts of 
communes, we find separate school taxes, church taxes, poor 
taxes, and finally "police" taxes, which are for the general ex- 
penses of civil government. In former times the communes, 
like the Massachusetts towns during the seventeenth century, 
were allowed great freedom in matters of taxation; and in a 
few cantons to-day they are subject to little regulation. But 
the chaotic conditions resulting from such "local option" 
have led most of the cantons to regulate local taxation by gen- 
eral law. Sometimes the rules prescribed for the local taxation 
of property are the same as for cantonal ; but frequently they 
differ at certain points, as we have had occasion to remark. The 
deduction of mortgage debts is not so generally permitted for 
local taxation as for cantonal, since it would leave some com- 
munes very little taxable property. In dealing with corpora- 
tions the cantonal laws designed to prevent double taxation 
are often suspended — perhaps for a similar reason. And 
finally, progressive taxation is frequently prohibited, even in 
cantons that make their own taxes progressive, either because 
deduction of mortgage debts is not permitted, or because it is 
realized that the taxable property which a citizen owns in a 
single commune may be only a part of his fortune. 

Ill 

Such in outline are Swiss methods of taxing property. Now, 
how do they work ? 

It will be convenient to begin with the taxation of real estate. 
Land is supposed to be assessed either at its selling value or 
according to the capitalized average yield. In cities the former 
basis is naturally the one generally adopted, but in many rural 
districts, where transfers are infrequent, the latter is easier to 
apply. There are undoubtedly many cases where assessment 
according to the selling price gives a higher valuation than 
assessment according to the capitalized average yield. A gen- 
eration ago, when expenditures were smaller and taxes lower, 
the assessment of land was considerably below the true value ; 
but more recently the need for increased revenue has obliged 
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assessors to raise the valuation. In the cities, generally, assess- 
ments are now tolerably close to the true values, but in rural 
districts they are probably on a relatively lower basis. There 
are, doubtless, exceptions to the rule ; but in most of the can- 
tons it appears that, in respect of real estate, the cantonal taxes 
fall with undue weight on the urban districts. Large tracts of 
forest and pasture land belonging to rural communes are assessed 
for state taxation at only a third or a half of their value. Local 
assessors sometimes deliberately aim at low valuations in order 
to reduce the commune's contribution to the cantonal tax. In 
a few cantons there has been no general revaluation for an ab- 
surdly long time, and some other conditions exist which resemble 
those known in the United States. I incline, however, to the 
opinion that the inequalities in the valuation of land in Switzer- 
land are seldom as great as in our own country, that the average 
conditions are considerably better there than among us, but 
that in some localities in the United States the assessment of 
real estate is quite as satisfactory as in any of the Swiss cantons. 

Buildings are usually assessed at about the figure for which 
they are insured, though special conditions sometimes warrant 
a departure from this rule. Since in most of the cantons in- 
surance is compulsory, this part of the assessors' task is a com- 
paratively simple matter. The partial or total exemption of 
buildings used for agricultural purposes tends sometimes to 
reduce the share of the cantonal tax falling upon rural districts, 
and there is reason for thinking that in rural communes asses- 
sors sometimes deal more leniently with all buildings than city 
officials are wont to do. 

Some cantons, as we have seen, impose a lower rate of taxa- 
tion on realty than on personalty; and others, by exempting 
a part of the value of buildings, or land and buildings, accom- 
plish substantially the same result. This is occasionally justi- 
fied on the ground that inasmuch as some personal property 
evades taxation, it is only fair that realty should have a lower 
rate. The usual justification is that it is a necessary concession 
to the agricultural interests, which stand in special need of the 
fostering care of government. The actual reason, however, 
for the favored position accorded to real property is that in 
most of the cantons a majority of the voters are small pro- 
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prietors and are able to help themselves to anything they may 
desire. With the growth of public expenditures and the need 
of additional revenue the subject is beginning to attract atten- 
tion. In the cities, and sometimes elsewhere, taxation of the 
increment of land values is frequently proposed ; and one small 
commune has recently voted to introduce such a tax. What- 
ever the outcome of the present discussions concerning land 
taxation, it seems clear that the favors accorded to real estate 
in some of the cantons are without justification, and invite 
correction at the earliest possible moment. 

The deduction of mortgages is a topic of peculiar interest. 
In most, if not all, of the cantons the mortgage indebtedness 
resting upon the land is surprisingly large. Although it is 
sometimes as low as 25 per cent of the assessed valuation of real 
estate, the average for all Switzerland is probably as high as 
40 per cent ; while there are not a few cantons where it exceeds 
50 per cent of the realty valuations, and considerable dis- 
tricts where it rises to 60 "or even 70 per cent. It is not strange, 
therefore, that, for local taxation, the deduction of mortgages 
is frequently prohibited, even when it is permitted for the can- 
tonal taxes. Several causes have contributed to produce this 
large mortgage indebtedness, and it is not easy to say how im- 
portant a factor tax laws may have been ; but it is clear that 
the right to deduct mortgages, so generally granted in Switzer- 
land, has been a material factor in the situation. In cantons 
where the tax on personal property is widely evaded, and we 
shall see presently that there are such, a person can mortgage 
his land and invest the proceeds in securities which will partly 
or wholly escape taxation. Then, too, when the local tax on 
real property is progressive, it is obviously to the advantage 
of a nonresident proprietor to mortgage his land, since he 
thereby reduces the net value of his property and gains the 
advantage of a lower tax rate. Even when the tax on personalty 
is not evaded, and the rate is proportional, it is evident that 
exemption from double taxation, while it offers no special 
inducement to borrowing, removes an obstacle to the conver- 
sion of a part of one's real estate into personal property prom- 
ising a higher rate of interest than is paid upon the mortgage. 

There has been in Switzerland some complaint of excessive 
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taxation of forests, and in 1889 the Society of Swiss Foresters 
turned for relief to the federal government, which could take 
no action, since the matter was one in which the cantons are 
sovereign. At least one canton has provided a special method 
of taxing forests, but usually private forests are subject to the 
property tax. Yet conditions are widely different from those 
prevailing in the United States, and the general result is much 
better. In the first place, a very large proportion of the forest 
area is owned by the communes, and is therefore exempt from 
local taxation. Then the law prohibits indiscriminate cutting, 
so that the value of a forest depends upon its sustained yield 
rather than on the profit that can be made from stripping the 
land of every stick of timber. And finally, the method of assess- 
ing land according to the capitalized average yield results in 
a lower valuation and is more favorable to rational utilization 
than the usual provision of American laws that land shall be 
assessed at its selling value. Swiss methods of taxing private 
forests may not be all that could be desired — upon that sub- 
ject I am prepared to express no opinion ; but is is clear that the 
Swiss property taxes are far less injurious than those of the 
American States in so far as the latter are enforced. 

We turn to the taxation of personal property. The results 
achieved in different cantons vary all the way from bad to 
satisfactory, through a variety of intermediate grades which 
I will not undertake to characterize. At the worst, conditions 
are better than in most American States; at the best, they 
are about as good as under any system of personal property or 
income taxation, and I do not except the income taxes of Great 
Britain and Prussia. While I am not yet prepared to assign 
a definite status to every canton, I believe that, in respect of 
the taxation of personal property, the Swiss states may be 
divided into four groups. 

The first includes the two city cantons, Geneva and Basel- 
stadt, and perhaps canton Vaud, where the taxation of per- 
sonal property is conspicuously successful. Declarations are 
actually made by practically all taxpayers, as required by law, 
and the proportion of incorrect returns is comparatively small. 
Such evasion as exists is confined largely to the smaller prop- 
erties, while the large estates are in general returned with 
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scrupulous fidelity. In official reports of Geneva one may find 
such statements as the following: "Half of the revenue from 
the tax on personalty, or about 600,000 francs, is turned in by 
about one hundred contributors, who, it should be recognized, 
have fulfilled their obligations with absolute correctness and 
loyalty. It is not among them, but rather elsewhere, that one 
must look for evasions that cause loss to the treasury." In 
Baselstadt, where there is a double property and income tax, 
less than 4 per cent of the taxpayers paid 74.4 per cent of the 
income tax for 1908 ; and statistics of the property tax, if they 
were available, would probably make an equally remarkable 
showing. In both Geneva and Basel a progressive rate of taxa- 
tion contributes largely to the results just stated, but it is also 
clear that, without a substantially complete return of the larger 
properties, the progressive rates would not be as productive 
as they are. Equally significant is the fact that in Geneva, 
in 1909, the tax on personalty yielded 2,135,900 francs, and that 
on realty 1,301,900. After making allowance for the circum- 
stance that the rate of taxation on personal property is higher 
than that on realty, it remains true none the less that the assess- 
ment of the former is larger than that of the latter. I do not 
wish to overdraw the picture. I know very well that no taxa- 
tion of income or personal property can be wholly free from 
evasion, and am sure that some evasion exists at Geneva and 
Basel. But it is probable that in those cities not less than 80 
or 90 per cent of the taxable personalty is returned for taxation, 
and it is certain that public opinion condemns tax dodging and 
supports the strictest enforcement of the law. There is, then, 
no reason for thinking that the tax on personal property in 
Geneva or Basel is less successful than the income taxes of such 
countries as Great Britain or Prussia. Whether Vaud does 
equally well may perhaps be doubted. Geneva and Basel are 
practically city states, and a uniform enforcement of the law 
is comparatively easy. Vaud, however, presents a variety of 
local conditions, communal tax rates are sometimes high, and 
the canton has reached its present fairly satisfactory position 
only after a bitter struggle over progressive taxation, the marks 
of which are not yet wholly effaced. That she is tolerably suc- 
cessful in enforcing the taxation of personal property cannot 
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be doubted ; I hesitate, however, to accord her the same rank 
as Geneva and Basel. 

The second group includes a number of cantons, like Aargau 
and Solothurn, where severe laws, accompanied by vigorous 
efforts to enforce them, result in a fairly complete assessment 
of personal property, but unfavorable conditions in many 
localities render impossible such results as are obtained in 
Geneva and Basel. The cantons of this group probably tax 
from 60 to 70 per cent of the personalty subject to assessment, 
but in some communes the local tax rates are so high as to make 
it impossible for a person to pay his taxes upon a full valuation 
of his property. The result is that the law is not strictly en- 
forced in such communes, or else that wealthy taxpayers take 
up their residence in localities where the rates are lower. The 
conditions that exist resemble at many points those which in 
the United States attend attempts to enforce vigorously the 
taxation of personal property; but in general these cantons 
have done very much better than any American State of which 
I have knowledge, and in them the tax on personalty, if not 
a conspicuous success, is far from being an utter failure. 

In the third group belong a number of cantons in which con- 
ditions somewhat resemble those which prevailed in Massa- 
chusetts, and perhaps other American States, before the Civil 
War. Here the terrors of the official inventory are unknown, 
and in other respects the laws are less severe than those of Vaud, 
Aargau, or Solothurn. Methods of enforcement, also, while 
not deserving to be called lax, are usually less rigorous than in 
the cantons of the first and second groups. Yet the rates of 
taxation are low ; and, despite milder laws and administration, 
a substantial amount of personal property is actually assessed, 
perhaps as much as 50 or 60 per cent of that liable to taxation, 
and occasionally somewhat more. In this class I should place 
Neuch&tel, Zug, Uri, Nidwald, Obwald, and perhaps three or 
four others. Forty years ago the majority of the cantons em- 
ploying the property tax might have answered to this descrip- 
tion, but in some of these the growth of expenditures and taxes 
has either forced a change of methods of administration or 
produced the conditions that prevail in cantons of the next 
class. 
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To this fourth group belong notoriously Zurich, St. Gall, 
Appenzell (A. Rh.), Tessin, and probably Thurgau. In these 
cantons conditions approximate, though perhaps they seldom 
equal, those common in the American States. Few people 
make declarations, as required by law, and even fewer make 
honest ones. Personal property either evades assessment or 
tends to concentrate in localities where tax rates are low. Offi- 
cials hesitate to enforce the law, because under existing condi- 
tions it is practically unenforcible, and public opinion will not 
sanction strict enforcement. Small properties or incomes and 
the estates of widows or orphans are heavily taxed, being re- 
quired to contribute one fourth or one third of the income, 
while wealthy persons, able to evade the law, escape with a 
relatively small assessment. To an American audience it is 
unnecessary to describe in greater detail conditions so very 
similar to those prevailing in the United States. 

How are we to account for the widely divergent results ob- 
tained by the various cantons in the taxation of personal prop- 
erty? Clearly not on the ground of differences in the char- 
acter of the people, for in point of general honesty and respect 
for law it does not appear that the people of Zurich or St. Gall 
are inferior to those of Basel or Geneva. Nor is it a mere matter 
of severity in the provisions of the laws or of rigor in their 
execution. The milder laws and administration of the third 
group of cantons yield better results than more drastic measures 
employed by cantons of the fourth group. Zurich and St. 
Gall provide quite as heavy penalties as Basel and Geneva, 
yet do not get the same results. Appenzell (A. Rh.) has the 
dreaded official inventory, as has Thurgau for certain cases, 
yet personal property largely escapes them; while it is well 
taxed in cantons that, like Basel and Geneva, content them- 
selves with the returns of estates subject to the inheritance tax 
and such casual information as may come to the officials. Even 
state supervision of local assessments, while good in itself and 
productive of excellent results, is powerless to secure the enforce- 
ment of the laws under the conditions that exist in the fourth 
group of cantons, as the experience of Zurich, St. Gall, Thurgau, 
and Appenzell (A. Rh.) sufficiently demonstrates. Upon all 
these points Swiss experience teaches the same lesson as Amer- 
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icon: Draconian laws and drastic administration are of no avail 
under conditions that make rigid enforcement of the law disas- 
trous, and therefore intolerable. 

No single cause has produced the diverse conditions prevail- 
ing in the different groups of cantons, but beyond question the 
most important factor in the problem is the rate of taxation. 
Wherever in Switzerland personal property is taxed with reason- 
able success, the rate is comparatively moderate ; and wherever 
the rate exceeds the bounds of moderation, the severest laws 
fail to prevent general evasion. The cantons of the first group 
impose rates that vary from 40 cents per $100 to 70 cents per 
$100 for the largest estates, and for smaller properties, subject 
to the lowest rates of the progressive scale, are decidedly less. 
Those in the second group suffer from high rates of communal 
taxation in certain localities. When the combined state and 
local taxes range from 40 to 60 cents per $100, the property tax 
may be said to work well ; and in communes where it rises to 
$1 or $1.20 per $100, the attempt to reach personal property 
utterly fails. The cantons of the third group, by reason of their 
economic and financial positions, get along with a low rate of 
taxation for property, and their combined state and local taxes 
range from 30 to 60 cents per $100, seldom exceeding the higher 
figure, and sometimes not reaching the lower. As a result, their 
less drastic laws and milder administration suffice to reach a 
substantial proportion of the taxable personal property, as was 
the case in Massachusetts and perhaps other American States 
during the first half of the nineteenth century. And finally, 
the cantons of the fourth group are vainly endeavoring to 
enforce taxation of personal estates at rates which, for com- 
bined cantonal and local purposes, usually range from 80 cents 
to $1.20 per $100, and in many cases rise to $1.50 or $2 per $100. 
The only possible result is hopeless failure. 

This point is so important that you will bear with me if I 
make my illustrations more specific. In Geneva the mdbi- 
li&re, or personal property tax, is used only for cantonal pur- 
poses, although in the city of Geneva there is a light local tax 
on the income of personal as well as real property. The rate, 
moreover, is fixed, and for the largest estates is at present 38^ 
cents per $100. In Baselstadt the rate of taxation on property 
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and income is also fixed, and for estates of the largest size the 
combined property and income tax in 1909 amounted to 62 
cents per $100. In Vaud the mobilUre is used for local pur- 
poses, and in some communes the rate is fairly high. The com- 
bined state and local rates usually range from 60 to 70 cents 
per $100 for large estates; and precisely because they some- 
times rise to 70 cents or even higher, the canton is probably 
not in as good a position as Geneva and Basel. At the other 
end of the scale, in the fourth group, the canton of Zurich levies 
a state tax at a rate exceeding 40 cents per $100 for the larger 
estates, to which are added communal taxes averaging more 
than 80 cents per $100. In some cases the communal rates 
rise to $1.40 per $100, so that a large property will be taxed at 
a rate of $1.80 per $100. In the second group local conditions 
are worse than in Vaud, and seldom so bad as in Zurich, which 
accounts for the intermediate position of these cantons. In 
the third group the cantonal taxes vary from 3 to 25 cents per 
$100, and the local range from zero to 40 or 50 cents per $100. 
Thus, in Neuch&tel, the cantonal tax is 20 cents per $100, while 
local rates usually range from 20 to 30 cents per $100, and by 
law are limited to a maximum of 40 cents, so that the total tax 
levied on property is usually from 40 to 50 cents per $100, and 
can never exceed 60 cents. In Obwald the cantonal rate is 
but 3 cents per $100, and the local rates range from 20 to 30 
cents per $100 ; in Uri and Zug both cantonal and local taxes 
are usually higher than in Obwald, but the total seldom exceeds 
50 cents per $100, and is often considerably less. In most parts 
of Switzerland the local taxes are higher than the cantonal, and 
the excessive rates sometimes prevailing are the chief cause for 
the unsatisfactory working of the property tax in some of the 
cantons. 

Perhaps some of you may ask whether I have not put the cart 
before the horse; and whether the high rates of taxation in 
certain cantons are not the result of evasion of the tax on per- 
sonal property rather than the cause of it. I reply that histori- 
cally they have been both cause and effect ; but that, once es- 
tablished and accepted by the taxpayer as inevitable, they 
become the cause of a chronic state of evasion which nothing 
but a radical change in the system is likely to cure. This point 
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I can make clear by the example of my own State. Prior to 
1850, when rates of taxation in Massachusetts were less than 
one third of their present average, which is in excess of $1.70 
per $100, a substantial proportion of the property assessed con- 
sisted of personal estates ; in Boston the proportion of personalty 
varied from 40 to 50 per cent of the total assessment. But 
when growing expenditures subjected the property tax to a 
pressure it was not able to stand, personal property began largely 
to escape taxation; and this increasing evasion then became 
a second factor contributing to the further rise of tax rates. 
By the early seventies, when the average rate in the common- 
wealth had advanced to $1.50 or $1.60 per $100, taxpayers had 
adjusted themselves to the changed conditions ; and, therefore, 
when they made or abstained from making returns of their 
taxable property, acted upon the reasonable and inevitable 
assumption that the tax rate would be about $1.50 or $1.60. 
Thirty years of added experience have now hardened this 
assumption into an accepted fact, and it is therefore correct to 
say that the high rate of taxation makes a full assessment of 
personal estates impossible in Massachusetts. 

It is by a generally similar process that the property tax in 
certain Swiss cantons has broken down. In Switzerland, as 
in the United States, the last fifty years have witnessed an 
unprecedented increase of public expenditures. According to 
Schanz and Clrenville, the total federal and cantonal taxes 
of Switzerland increased from 18,800,000 francs in 1856 to 
51,200,000 francs in 1876 and 109,000,000 francs in 1896, more 
than doubling in each period of twenty years. At the present 
time they exceed 160,000,000 francs, and are still rising. If the 
total communal taxes could be ascertained, the showing would 
be even more striking, since almost everywhere they have in- 
creased by leaps and bounds. Thanks to abundant revenues 
from custom duties, the Confederation until recently has been 
little embarrassed by the rising tide of expenditure; but the 
cantons and communes have had no similar resource at their 
command. Some of them, by voluntary or enforced economy, 
have restrained, but not altogether prevented, the increase of 
outlay. Some, by thrifty husbandry, contrive to draw larger 
reyenues from property or industries. Some have made large 
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use of transfer and transaction taxes, and most have laid 
heavier hands on inheritances and successions. Here and 
there local taxes on polls and households have risen to extraor- 
dinary figures. But most cantons and a majority of communes 
have been unable to avoid increased pressure on property and 
income. Income taxes have been introduced where formerly 
only property taxes existed, and in one case a property tax 
where there had been only a tax on incomes. Withal there 
has been a sharper assessment of taxable property or incomes, 
with a sharper graduation of rates designed to secure more 
revenue from the larger contributors. In proportion as ex- 
penditures have been held in restraint or other sources of reve- 
nue developed, pressure on the property tax has been reduced, 
and a breakdown averted. The cantons where personal prop- 
erty is successfully taxed to-day are those which have man- 
aged to keep the pressure within reasonable bounds, and those 
which fail to do so are the ones that have done what the Amer- 
ican States did during the last half of the nineteenth century. 
Not a few cantons have improved their methods of adminis- 
tration and imparted increased rigor to their tax laws. These 
measures have had excellent results when other conditions were 
favorable, but they have utterly failed to bring about a satis- 
factory assessment of personal property for taxation at the 
rates of $1 or $1.50 per $100. The fundamental factor in 
every canton has been the tax rate. A property tax levied at 
the rate of 50 cents per $100 is one thing, a tax levied at the 
rate of $1 or $1.50 per $100 is quite another. The former, 
as Swiss experience shows, may be enforced with conspicuous 
success; the latter never has been, nor can be, enforced in 
respect of any kind of property capable of concealment or 
undervaluation. 

The taxation of incomes is in most cantons so closely con- 
nected with the taxation of property that I am constrained to 
refer briefly to the results attained. Speaking broadly, there 
can be no question but that the Swiss cantons have found the 
supplementary income tax on personal, professional, or indus- 
trial incomes a useful adjunct of the tax on property. It is 
enforced with at least tolerable success, yields a substantial 
revenue, and places under contribution a class of incomes which, 
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under a pure property tax, would pay nothing. At this point 
Swiss experience has been absolutely different from that of the 
handful of American States that have experimented with a tax 
on incomes, but with so little success that the average taxpayer 
hardly knows of its existence. Concerning the working of the 
double system of property taxation in Baselstadt, Baselland, 
Tessin, and Solothurn, I prefer within the necessary limits of 
this paper to say nothing. The picture, however, is not all 
light ; it undoubtedly has shadows which sometimes are rather 
dark. In agricultural districts taxation of incomes partly or 
almost wholly breaks down. The farmer believes that the 
use of his house, the living which his family gets off the farm, 
and everything else except the savings he puts into the bank 
are not — or at least should not be — included under the head 
of taxable income ; and accordingly he does not include them. 
Where agricultural earnings are taxed on the basis of taxpayers' 
declarations, entire districts of great fertility contribute little 
or nothing ; and the burden of taxation falls, therefore, with 
undue weight on industrial or commercial centers where incomes 
can be better ascertained and assessed. Thus, a city that pays 
16 per cent of the cantonal tax on property may pay 36 per 
cent of the tax on incomes, and one that pays 13 per cent of 
the former may pay 39 per cent of the latter. To meet this 
difficulty, one canton arbitrarily fixes the taxable income from 
agriculture at a certain percentage of the value of the land, and 
another fixes the tax on agricultural incomes at three eighths 
of 1 per cent of the value of the land. Nor is the difficulty 
of taxing agricultural incomes the only one encountered. Small 
merchants and manufacturers frequently do not know the size 
of their incomes, and, like the farmers, think they should be 
taxed only on what they save. In Baselstadt, where the larger 
incomes are supposed to be pretty fully returned, it is evident 
that smaller incomes evade assessment to a considerable extent. 
Naturally enough, persons receiving fixed salaries or wages are 
unable to escape, and in some cantons, particularly Bern, it is 
believed that this class of contributors is considerably over- 
taxed. Altogether Swiss experience, while not unfavorable 
to state taxation of incomes, shows that such taxes present 
difficulties much like those encountered in taxing personal 
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property, and for their successful operation require the very 
best methods of administration. 

A subject that I cannot wholly ignore is state supervision 
of the assessment of property and income. In Switzerland, 
as in our own country, the assessment of property is, in the first 
instance, intrusted to local officials ; and there, as here, it has 
been found advantageous to bring the process of assessment 
under state supervision or control. Swiss communes, like 
American municipalities and counties, naturally desire to at- 
tract or keep wealthy residents and large employers of labor; 
and to do so are often willing to make concessions inconsistent 
with both spirit and letter of the law. Actual bargains between 
assessors and taxpayers have probably been rarer in the Swiss 
cantons than in the American States, yet they are not unknown. 
Still more common are cases where local officials are unable to 
withstand the threat of withdrawal of property to some other 
commune, where tax rates are lower or the officials more given 
to hospitality. In cantons where local tax rates are usually 
high, there seem always to be cities of refugje where oppressed 
taxpayers are assured of a cordial welcome. On Lake Con- 
stance and on the Rhine there are said to be colonies of wealthy 
people, who in selecting their places of domicile have considered, 
among other things, the advantages of a low tax rate and per- 
haps a moderate assessment. Then there are cases where a 
small commune is dominated by a large corporation which 
employs a majority of the inhabitants. In one canton there 
is a commune in which all voters and officials are employers 
of a large company which, as a consequence, used to enjoy a 
kind and amount of "home rule" in taxation inconsistent with 
the interests of the cantonal treasury. 

To meet such conditions, state supervision and control have 
been introduced. Most of the cantons now provide for re- 
vision of the local assessments by a special commission appointed 
by the cantonal authorities. I hesitate to compare these com- 
missions with the boards of equalization known to most Amer- 
ican States ; but in some cantons at least it appears that the 
commissions of revision have failed to revise just as our boards 
of equalization have usually failed to equalize, and for the same 
reason — lack of authority, time, and knowledge necessary for 
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the task. I believe, however, that there have been cases in 
which the Swiss commissions have been able to accomplish 
valuable results. Not a few cantons go farther, and appoint 
members of the local assessment boards. One adds to each 
communal board a cantonal representative with merely con- 
sultative powers ; three appoint a district chairman, very much 
like the county assessor of Indiana and some other States, who 
supervises the communal boards within his district; one ap- 
points two members of each local board, and another appoints 
a majority of the members; one appoints the chairman of 
each board, intrusts the appointment of two members to the 
district, and allows the commune to appoint the other two; 
and one intrusts the whole work of assessment to district com- 
missions appointed by the canton. The general results of can- 
tonal supervision and control have been quite as good as those 
achieved by the tax commissions recently appointed by various 
American States, though perhaps not so striking, since the orig- 
inal conditions in Switzerland were generally better than in the 
United States, and the chance for improvement correspondingly 



My last topic is popular lawmaking in its application to tax 
legislation. By the initiative and referendum the tax laws of 
most cantons are directly under popular control, and in finan- 
cial matters the referendum has been very widely employed. 
I speak with hesitation of this subject, and am not yet ready 
to express an opinion as to whether, on the whole, popular law- 
making has worked badly or well. Some things, however, are 
too' clear for dispute, and will be questioned by no one acquainted 
with the facts. The chief result has been everywhere to make 
a change of the tax laws exceedingly difficult, since most pro- 
posals are certain to be defeated. Laws imposing taxes on 
transportation companies, increasing the rates of the inherit- 
ance tax, or graduating more sharply the taxes on large for- 
tunes or incomes are not infrequently accepted by the people, 
since the average voter knows that the result will be to increase 
some other fellow's taxes. But a general income tax affecting 
the mass of the voters, a reform needed to increase the effective- 
ness of the property tax, or a proposal to raise the rate of taxa- 
tion in order to avoid recurring deficits, has about four chances 
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in five of being rejected, and will be accepted only in cases of 
dire financial need. The introduction of property and income 
taxes during the last half of the nineteenth century was a work 
of the greatest difficulty, and the people of some cantons abso- 
lutely refused to accept a direct tax until their governments were 
on the road to bankruptcy. In Aargau the people bestowed 
upon themselves in 1870 the right of fixing the rate of the direct 
state tax, and then proceeded to fix it at zero. They were at 
length persuaded to divest themselves of this right, but they 
will not to-day consent to a slight increase in the rate of the 
state tax needed to meet a chronic deficit in the cantonal bud- 
get, and the canton has been obliged to borrow money in order 
to provide for accumulated deficits. Baselland had a somewhat 
similar experience, and secured the establishment of a state 
tax in 1892 only by reducing the rates of various indirect taxes 
and making certain concessions to the communes. The rates 
of taxation then authorized by the constitution have never been 
adequate, and the government to-day is at its wits' ends, since 
it knows well that it is useless to propose an increase. St. 
Gall's experience is equally interesting. Her antiquated tax 
laws had brought the canton to a pass where amendment was 
absolutely necessary, but in 1900 the people rejected a reform 
measure. Three years later, knowing that a new project would 
meet with a similar fate, the leaders of all parties agreed to enact 
a law and then endeavor to avoid a referendum. This was 
actually done, petitions for a referendum failing to receive the 
necessary number of signatures ; but it is doubted by no one 
that if a referendum had been ordered, the new law, which has 
greatly improved the finances of the canton, would have been 
summarily rejected. Upon the other hand, it is clear that the 
difficulty of securing the adoption of new laws has made the 
cantonal governments extremely careful, and has tended to 
retard somewhat the increase of expenditures. In not a few 
cantons new laws have been accepted during the past ten or 
twelve years; and some persons, in an excellent position to 
judge, are of the opinion that, with a few conspicuous exceptions, 
the people have judged fairly well concerning the necessity of 
proposed legislation. Upon the basis of my present studies 
I am unwilling to accept or reject this opinion. 
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Concerning the taxation of property by the Swiss cantons, 
I submit, somewhat tentatively, the following conclusions. 
General conditions in Switzerland are more favorable than in 
the United States to the successful operation of direct taxation. 
There is less making of law, and very much more enforcement; 
consequently, respect for law is undoubtedly greater than in our 
own country, and the enforcement of tax laws far less difficult. 
Then the business of cantons and communes alike is conducted 
with reasonable efficiency, great economy, and absolute hon- 
esty; so that taxpayers know that their money will be well 
expended, and therefore contribute more willingly. State and 
local taxation, besides being reduced in amount by revenues 
from other sources, is more diversified than in the United States ; 
and the pressure of the property tax is relatively less severe. 
In many respects the tax laws of the cantons are open to serious 
criticism. Some of them are antiquated statutes which, under 
popular lawmaking, it seems impossible to change. In America 
such laws would break down from mere weight of years without 
the slightest assistance from taxpayers or courts. Yet in Swit- 
zerland, with lower tax rates, efficient administration, and more 
favorable general conditions, they frequently work better than 
the most up-to-date revenue code ever adopted by a newly 
organized American State. In taxing real property the average 
Swiss canton probably avoids such gross inequalities as fre- 
quently occur in the United States, but a few of our common- 
wealths and not a few cities manage quite as well as any of 
the Swiss cantons or communes. And finally, Swiss experience 
shows that, with good administration and a moderate rate of 
taxation, personal property can be taxed with reasonable suc- 
cess. It also demonstrates that the most Draconian laws and 
rigorous administration are powerless to reach the great man 
of personalty when the tax rate exceeds the bounds of reason 
and moderation. In Switzerland this fact finds general recog- 
nition ; if American States would take it to heart, they could 
speedily solve the most difficult problem in the whole realm 
of taxation. 



DISCUSSION ON SWISS TAXATION 

Mr. George Curtis, Jr. (Wisconsin) : I would like to ask 
Professor Bullock whether the rates that he mentioned in the 
different cantons and communes are based upon a full valuation 
of the property, or something less than a full valuation. 

Professor Bullock : The law generally requires full valua- 
tion. Under the head of "exemptions" I spoke of the fact that 
agricultural buildings and cattle are sometimes assessed at 
two thirds, or 70 per cent. So in the case of real estate the figures 
are sometimes, by exemptions, but a partial valuation. 

Mr. Curtis : Is the law generally enforced, or is there eva- 
sion? 

Professor Bullock : In Geneva, Baselstadt, and the other 
cantons where the law is enforced I suppose there is no question 
about it. 

Mr. Curtis : But where the law is not fully enforced, the 
evasion comes about in part by undervaluation ? 

Professor Bullock : The officials are in the same position 
that our local assessors are in, helpless. The condition is 
exactly what it is here. In a canton where the tax rates run to 
$1.50 or SI .60 on the $100, nobody pretends that they enforce 
the law. They are much more honest about that than many of 
our local assessors in the United States. 

Dean Thomas Sterling (South Dakota) : I would like to 
ask Mr. Bullock whether it has been observed in any of the 
cantons where there has been this evasion of personal property 
taxes, that evasion pertains to any particular kind of personal 
property tax over another, as, for example, the taxation of 
moneys and credits. It would seem that tangible personal 
property could not easily escape. Is there any difference be- 
tween these several kinds of personal property? 
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Professor Bullock : Intangibles escape pretty largely, of 
course, but tangibles are undervalued. That is particularly 
true in the country when they value cattle. It is also true with 
assessors in industrial districts when they value machinery and 
stock in trade. Tangibles are undervalued and intangibles 
escape or are undervalued, but doubtless the evasion is greater 
in the case of intangibles than tangibles. 

Professor B. M. Anderson (Missouri) : I read recently an 
interesting article by Professor Bullock in the Quarterly Journal 
of Economics for last May, on the subject of the separation of 
State and local revenues, in which he differed from the opinion 
which has been expressed in this Conference before, I believe, 
favorable to the separation of state and local taxes, and ex- 
pressed the opinion that a proper classification of property 
might make our taxing system satisfactory without that sepa- 
ration. I would like to ask if he means this study to be con- 
nected with that study, and to indicate that Switzerland could 
throw light on that problem in particular. 

Professor Bullock : I did not intend that this paper should 
be taken in connection with that, nor did I intend in that other 
paper to express entire disapproval of the program of entire 
separation. I believe in a certain amount of separation, but 
not complete separation. 

Governor Noel (Mississippi) : I suppose this review of the 
laws of Switzerland, and the comparison with our federal and 
state laws, is applicable to every form of taxation, in whatever 
phase it may affect us. We get the benefit of their experience on 
all lines, and apply to everything what is good and what is evil — 
the good, to adopt, and the evil, to avoid. 
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THE PROPERTY TAX ON CERTAIN FORMS 
OF PERSONALTY IN THE STATE OF WIS- 
CONSIN 

By Propbssor T. S. Adams 

University of Wisconsin, Madison, Wis. 

I ah keenly aware that the current of competent opinion 
has set strongly against the state income tax in recent years. 1 
Accepting the burden of proof which this situation imposes, 
I shall begin the discussion by a consideration of those substi- 
tutes for the personal property tax which, in the opinion of most 
authorities, offer far more promising methods of reform than 
the income tax itself. 

I. The Income Tax versus Other Substitutes for 
the Personal Property Tax 

A. The first alternative proposes the simple abolition of the 
tax on personal property, leaving the necessary revenue to be 
raised by a single tax upon real estate, or upon real estate plus 

1 In another place I myself have reached a verdict against the income tax 
as a general method of reform in state taxation. See the revised edition of 
Ely's "Outlines of Economics," p. 637. As a perfectly fair controversialist 
I may even go farther, and state in more compact form than I remember 
to have seen it the essential theoretical weakness of the income tax. This 
weakness lies in the fact that a correct appraisal of income requires a solution 
of all the difficulties involved in the general property tax. The average income 
tax law, the average citizen, and the average legislature are firmly wedded to 
that concept of net income which construes it as made up of the expenditure of 
the individual for purposes of consumption during the year, plus or minus — 
as the case may be — the amount by which his capital assets have increased 
or decreased during the year. But to ascertain how much capital assets have in- 
creased or decreased during the year, it is necessary to make a correct inventory 
of those assets at the beginning and end of the year. Valuation or inventory of 
capital assets, however, is substantially all that is required by the general prop- 
erty tax. This objection, however, is somewhat modified by the statistical 
truth that it is frequently possible to measure the change in a quantity cor- 
rectly, when it is impossible to measure the quantity itself. 
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a few simple forms of tangible personalty. My reasons for 
refusing to indorse this attractively simple scheme of reform 
may be categorically stated as follows: 

(1) In the minds of a majority of the people of Wisconsin, 
if I correctly gauge public opinion, land is far too heavily taxed 
at the present time ; and I agree with popular opinion in the 
belief that higher taxation upon land would operate to increase 
farm and home tenancy as opposed to farm and home owner- 
ship. Furthermore, in my opinion, the increase of tenancy is 
an evil to be combated rather than a healthy form of evolution 
to be encouraged. I know that single taxers and many econo- 
mists deny that taxation increases land values, and there is 
doubtless a great measure of important truth in this doctrine 
of the single taxers. But it is only half a truth. It applies 
only to "land" as that word is used in economic theory; i.e. 
to those elements of real estate that are durable and not capable 
of multiplication. Accordingly, the theory of the single taxers 
does not apply to buildings, nor to any part of urban real estate 
which is created by the investment of capital and labor, nor to 
the fertility of agricultural land which is neither durable nor 
incapable of manufacture. Agricultural land and a large part 
of the value of urban real estate represents capital rather than 
"land." 

(2) The amortization or capitalization theory of incidence, 
upon which single taxers depend in this connection, is qualified 
by certain modifications which are very important in practice, 
as Professor Seligman has pointed out. 1 It applies only to 
relatively durable objects, and causes a reduction in the capital 
value of durable objects only to the extent that the tax itself 
is special. Now, the general property tax, while resting chiefly 
upon land, is by no means a special tax. On the contrary, if we 
do not believe in double taxation, and agree that corporate 
stock, mortgages, and other similar credits and claims should 
not be taxed when the things themselves are taxed, a much 
greater proportion of the property is taxed than most critics 
will admit. To the extent, therefore, that other property is 
taxed, the selling price of land is not adversely affected by its 
taxation. 

* Seligman, "The Shifting and Incidenoe of Taxation," Pt. II, Chap. I, see. 1. 
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(3) To the extent that the value of land is reduced by special 
taxation, it involves an expropriation of the present owners. 
If the tax promises to increase, it involves a further degree of 
expropriation. Such expropriation may be just or unjust; 
it is not necessary for me to decide that question here. The 
important point for us at the present time is that no such meas- 
ure of expropriation has a chance of acceptance by the people 
of Wisconsin in the near future. Fortunately or unfortunately, 
the abolition of all taxation upon property other than real estate 
at the present time in the State of Wisconsin is not a practical 
project of reform. . 

B. The second substitute for the taxation of personal prop- 
erty presents a twofold aspect. It proposes the habitation 
tax in lieu of the present taxation of household and purely 
personal property, and the Ontario rental tax or the graded 
license tax in lieu of business taxes on the machinery and stock 
of manufacturers, merchants, etc. The fundamental idea un- 
derlying these taxes is the same. The ideal is to adjust the 
tax burden to income, but to measure income by certain exter- 
nal indicia which are supposed to simplify greatly the work 
and responsibility of both the assessor and the taxpayer. 
! (1) The Habitation Tax. — The weakness of the habitation 
tax lies on the surface. The richest man in the city in which 
I live, for instance, is said to live in a single room in a cheap 
hotel. To use the rental value of his habitation as a measure 
of his ability or taxability (to coin a convenient word) would be 
obviously absurd. Of course, this extreme illustration is not 
wholly fair to the real virtues of the habitation tax. I agree 
that it would be much better than the present abortive attempt 
to tax personal property. But my illustration does arouse 
a train of thought which is valuable in this cbnnection. Why 
rest content with rental value as an evidence of income when 
we know it is misleading? Why rest content with half a loaf 
when we can secure three fourths or four fifths of a loaf ? Why 
not use the habitation tax as a minimum of excellence to be 
indefinitely improved by any additional evidence which the 
assessor can secure? In short, why not have an income tax 
which is operative as a habitation tax when the assessor is 
doubtful of the returns of the individual taxpayer ? 
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I believe that the future will see in American state taxation 
an ever increasing use of external indicia. But attention should 
be called to the fact that these external evidences can be far 
more successfully used by administrators than by legislators. 
The relation between income and rental is at best a relation 
between types, and holds not for individuals but for averages. 
Moreover, the relation changes with the time, the place, and 
the circumstances of the taxpayer. An instrument so delicate 
and variable is not likely to be wisely handled by a busy state 
legislature. If enacted into statute law, it must be stated so 
simply and rigidly that it will work a vast amount of unneces- 
sary injustice. If, however, it could be applied by a commis- 
sion — a body like the Wisconsin Tax Commission — capable 
of investigating the different relations between income and the 
external index at different times and different places, it would 
be capable of an indefinite amount of good. Put in simple 
terms, my proposal is to enact the income tax into law as an 
ideal; place the administration of the law in the hands of a 
central commission, and authorize that commission to devise 
and apply all kinds of external indicia, under proper supervision, 
in assessing incomes. This is precisely what we are doing, with 
so much promise of success, in the realization of that equally 
real, but equally 'elusive, ideal, the introduction of reasonable 
railway rates. If we are going to use external indicia, let us 
work them out scientifically and use them with precision. 

(2) Business Taxes. — Very similar arguments can be cited 
against the taxes most frequently proposed as substitutes for 
that part of the general property tax which is applicable to 
business concerns: 

A flat license tax, with little or no adjustment to profits, is or 
may be made highly productive, certain, and inexpensive to 
collect. But it is so regressive that it stands practically no 
chance of adoption in States north of the Mason and Dixon 
line. 

The moment you depart from flat rates, however, you get 
into trouble. Immediately there begins a differentiation or 
classification in accordance with the character of the business, 
size of town in which located, gross profits, and other indications 
of taxability , which has no logical stopping place short of an 
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income tax. And the process of evolution is not a seductive 
one. First there comes the logrolling in the legislature and 
pressure from various commercial interests to obtain a favorable 
status in the law itself. After the law is passed, the assessor 
has a continual struggle with the taxpayer to get him properly 
classified. Some experience with a graded license tax, modeled 
closely on the French Business Tax (impdt des patentes) in Porto 
Rico, at one time led me to the conclusion that the proper classi- 
fication of business concerns in the assessment of a finely graded 
license tax is as difficult, or more difficult, than their proper 
assessment under an income tax. And the experience of Louisi- 
ana with the graded license tax is apparently similar to that of 
Porto Rico, as the Louisiana Tax Commission of 1906 (reporting 
in 1908) after going on record "as opposed to the principle of 
license or occupation taxes on ordinary pursuits as a permanent 
source of revenue/ 1 went on to say regarding the operation of 
the tax: 

"In addition to this there is no form of tax which provokes 
such a flood of perjury as accompanies the levy and collec- 
tion of these taxes. The amount of the tax depends on the 
return of the taxpayer. The honest taxpayer makes an honest 
return. The dishonest taxpayer makes a dishonest return. 
Large numbers of persons make their affidavits with the same 
looseness of morals with which the average respectable citizen 
will attempt to defeat the customs laws on returning from a 
trip abroad. They regard cheating the government as venial, 
and not in the category of crimes." l 

If I correctly gather the opinion of the Canadian representa- 
tives who reported upon the operation of business taxes ad- 
justed to rental, floor surface, etc., at the Conference of this 
Association in 1908, it was to the following effect : that while 
such taxes are a great improvement upon the personal property 
tax, they create exceedingly difficult questions of classification, 
which are likely to keep the legislature continually tinkering 
with the classification, while at the same time they work a 
certain amount of plain injustice because of the impossibility 
of adjusting any simple classification to the varying ability of 
business concerns. 

1 Report of the Tax Commission of Louisiana appointed under Act No. 101 
of 1906, p. 13. 
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Here, again, it may be asked, why take a half loaf when we 
can get three quarters or four fifths ? Why not develop these 
external indicia by scientific study and use them administra- 
tively as an aid in the assessment work, rather than enact an 
unduly simple and regressive scale into statute law ? Of course, 
all this assumes much better assessors than we now have, but 
unless we get better assessors, any scheme of reform is doomed. 
As will be seen hereafter, I am counting upon administrative 
reform as the principal recommendation of the income tax. 
I would much rather have a reform of the assessment work 
without the income tax than the income tax without reform 
of the machinery of assessment. In my mind the income tax 
is the very small tail that is to wag the large and very real 
canine corpus of general administrative reform. 

C. The next reform which calls for careful consideration is 
what Professor Bullock has aptly called "The Graded Property 
Tax." Briefly stated, the essential proposal here is to reduce 
rates upon each class of property in proportion to the difficulty 
of finding and assessing that class of property, until the natural 
inclination to be honest balances and overcomes the temptation 
to evade the tax. This plan of reducing rates has been tried 
with very successful results, so far as the yield of the tax is con- 
cerned, in Pennsylvania and Baltimore. 

All students of American taxation must feel deeply grateful 
to the champions of this reform in Pennsylvania and Maryland. 
It has taught us the exceedingly important lesson that a tax 
which is exorbitant cannot succeed in an American common- 
wealth unless the property upon which it falls is tangible and 
irremovable. It has taught us also that there are large num- 
bers of American taxpayers who will be honest if the State gives 
them half a chance. But its principal lesson may be summed 
up in the axiom that tax rates, like railway rates, must be fair and 
reasonable if the tax is to succeed. So deeply do I feel that this 
lesson should be taken to heart that I do not hesitate to say 
that the success of the income tax or any other reform project 
is wholly dependent upon its thoroughgoing adherence to this 
rule that tax rates must be fair and reasonable. 1 

1 Thia is far from being a mere bromidiom. The average tax law is as harshly 
insensible to nice considerations of equity as the average taxpayer is insensible 
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But the graded property tax has, I fear, certain difficulties 
that would make it unpopular with the American people, and 
to my mind make it far inferior to the income tax. This diffi- 
culty lies in the fact that it provides no means of reaching the 
dishonest taxpayer, who will evade small and reasonable taxes 
as well as high and unreasonable taxes. While thousands of 
people will pay a tax on intangible property of J per cent who 
would not pay a tax of 2 per cent, there are thousands of other 
people who will not even pay the tax of $ per cent. In short, 
the graded property tax will relieve the treasury, but it will not 
remove the unfair burden upon the honest taxpayer. 

To assess property, the average assessor feels that he must 
enumerate it and know personally what kind of property it is ; 
and the average property tax calls for this kind of treatment. 
The income tax which I propose, however, might, if necessary, 
be assessed in accordance with general indicia, which would not 
make it necessary to state that the income came from bonds 
of the St. Paul Railway or from a mortgage secured by a farm 
situated in Pike County, Mo. In short, the income tax is 
easier to assess than that part of the property tax which falls 
upon intangible property. The income tax at a low general 
rate would have the further advantage of not stimulating in- 
vestment in those forms of property which are difficult to find. 

to the moral obligation of malring a just declaration, and the insensibility of the 
taxpayer is in a large measure due to that of the legislature. To take a single 
pertinent example, the income tax bill introduced in the last session of the Wis- 
consin legislature provided that the tax should be levied upon the income 
(a) of every citizen of this State, whether residing within or without the State ; 
(&) of every person residing within the State, irrespective of the source of income ; 
and (c) upon all income arising in this State, irrespective of the residence of the 
owner. Such flagrant disregard of the rights of other States — arising from 
mere thoughtlessness, without doubt — almost deserves to be met by systematic 
attempts at evasion on the part of aggrieved taxpayers. Furthermore, the 
graduation of the rates was identical for individuals and business concerns 
(except that the admirable exemption provisions did not apply to corporations, 
copartnerships, or associations), and so rapid that the tax upon incomes exceed- 
ing $170,000 per annum was 20 per cent. The possible injustice in the case of 
corporations with many small stockholders is apparent. While this confiscatory 
rate might be considerably reduced in the case of stockholders of corporations 
resident in Wisconsin, it could not apparently be reduced in case the stock- 
holder was a non-resident. Such discrimination would probably have brought 
about the nullification of the law in the courts. See Assembly Bill No. 831, 
familiarly known as the Ingram Bill, sections 1087 m-1, 4-4, and §-§, 
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The graded property tax and the present general property 
tax put a premium upon investment in those forms of property 
which cannot be found and assessed. Yet general economic 
policy suggests that if there be any connection between the 
advisability of investment and the tangibility of the property, 
the tax system ought to stimulate investment in tangible things 
rather than in intangible things. The welfare of the State 
would be better subserved at the present time by a return to 
the land, by larger investment in farms, factories, and other 
similar productive enterprises, than by investment in get-rich- 
quick bonds and stocks of dubious commercial enterprises. 

D. In concluding this brief survey of the popular substitutes 
for the personal property tax, I am glad to confess that any one 
of them is greatly preferable to the personal property tax. But 
for Wisconsin, at least, I am confident that the income tax 
offers an even better substitute. My reasons for this conclu- 
sion have only been stated in part. These further considera- 
tions may be added: 

(1) Most important of all is the fact that the income tax is 
popular. A constitutional amendment permitting the levy of 
an income tax has been ratified by popular vote. The people 
are familiar with the income tax. There are things about it 
which thoughtful people do not like, and which I do not like ; 
but its spirit strikes a responsive note in the mind of almost 
every one. The people, on the other hand, know practically 
nothing about the substitutes which are discussed so familiarly 
here, and I fear that none of them would stand any chance of 
adoption until after a long period of public education. More- 
over, the income tax is the goal, the ultimate ideal of the habita- 
tion tax, the business rental tax, the graded license tax, and the 
graded property tax. Why not start as near the goal as it is 
safe to do? 

(2) Next in importance is the fact that an income tax will 
force a better administrative system, whereas the substitutes 
of which I have spoken may result in confirming and perpetuat- 
ing the faults of our assessment work. This is not necessarily 
the case. The same tax law which should introduce the graded 
property tax might provide also better machinery of assess- 
ment. But improvement of assessment work is so much the 
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more difficult as well as so much the more important achieve- 
ment that the legislature might take the easier way and content 
itself with the minor instead of attempting the major reform. 
Some of the substitutes for the personal property tax seem to 
be based upon this sort of reasoning : that, whereas the average 
American assessor is incompetent, therefore let us change our 
tax laws to fit his incompetence. Any tax which makes im- 
possible demands upon the assessment machinery is, of course, 
bound to fail. But it is very important that the reform which 
we advocate should demand as its most fundamental condition 
the introduction of reasonable efficiency in the work of assess- 
ment. The people of Wisconsin want the income tax ; it could 
be made perfectly apparent to them that an income tax without 
reconstruction of the assessment machinery would be an ab- 
surdity; I believe that in order to get the income tax they 
would consent to reorganize the machinery of assessment. And 
this, to my mind, is the strongest argument that can be made 
for the income tax in Wisconsin at the present time. 

II. A Plan of Reform 

My remarks up to the present time have been largely nega- 
tive, and confined to an exposition of why we should not adopt 
something other than the income tax. It is time, therefore, 
to expound more explicitly a positive plan of reform based upon 
the income tax principle. In presenting this plan I prefer to 
begin with what would probably be the most difficult problem 
presented by the introduction of a successful income tax in 
Wisconsin. 

A. The Income Tax and the Farmer. — The knottiest problem 
in connection with the income tax is presented by the farmer. 
Few farmers keep accounts, and the proportion of non-monetary 
income in farming is large. Moreover, the number of farmers 
having an income in excess of the probable exemption allowance 
is exceedingly small. To estimate the farmer's income, there- 
fore, would be very expensive and very difficult ; and even if 
the task were well performed, it would yield only a compara- 
tively insignificant number of taxpayers. Moreover, an in- 
vestigation conducted by Mr. F. R. Garver, one of the graduate 
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students of the University of Wisconsin during the last academic 
year, indicates that it would be impossible successfully to use 
in this State any of those external indices, such as the capital 
or the annual value of the farm, upon which the British income 
tax, so far as it touches the profits and income from farming, 
is based. 

At the same time the present property tax weighs more heav- 
ily upon the rural than upon the urban community; and one 
of the desiderata of tax reform is the improvement of the present 
apportionment of state and count taxes between the rural 
and urban districts. In one sense, I believe that this last is not 
one of the important aspects of the subject. The state and 
county taxes are relatively small, and if we remember that the 
county itself controls the apportionment of the county taxes, 
it follows, I believe, that no great harm would result from the 
distribution of state and county taxes on the basis of real estate 
values alone. Nevertheless, personalty constitutes a much 
larger proportion of the total assessment in the city than in 
the country. 

Figures worked out by some of my students show that in 
the country districts 86.55 per cent is represented by the real 
estate assessment, and 13.45 per cent by personalty ; whereas, 
in the cities and villages, realty constitutes about 75.52 per cent, 
and personalty 24.48 per cent. Accordingly, if the apportion- 
ment of state and county taxes were made upon the basis of 
real estate alone, it would somewhat increase the burdens of 
the country districts. This fact is probably understood by the 
farmers, who hold the balance of power in Wisconsin, and would 
lead them to oppose the introduction of any reform which in- 
volved as an integral part the apportionment of state and 
county taxes on the basis of real estate assessments. Accordingly, 
I have shaped my scheme so that the rural districts' share of 
state and county taxes will be reduced rather than increased 
by the change. If, on the other hand, the country districts 
could be persuaded to acquiesce in the distribution of state and 
county taxes on the basis of real estate alone, it would somewhat 
simplify the plan which I am about to propose. 

This plan proposes, in the first place, to exempt everything 
from taxation in the country districts except real estate and farm 
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animals. These constitute in the country districts at the present 
time just about 95 per cent of the total assessment. Accord- 
ingly, taxes in the country under the new scheme would be 
almost the same as they are now ; and if we should include in 
the property subject to taxation agricultural implements and 
vehicles of all kinds, I fancy that the difference between the 
present and the proposed new conditions would be altogether 
negligible — except, of course, that the assessor and taxpayer 
would be relieved of the impossible task of valuing those kinds 
of rural property which at the present time practically escape 
taxation. 

B. Tax Reform in Cities and Villages. — In the cities and 
villages tax reform would begin in nearly the same way as has 
been proposed for the country districts, by exempting all prop- 
erty from taxation except land and buildings. In addition, 
however, I am convinced that we shall have to have two other 
taxes, a personal tax and a business tax, touching the individual 
in the one case as a consumer, and in the other case as a pro- 
ducer, the personal tax going to the district in which the tax- 
payer resides, the business tax accruing to the jurisdiction in 
which the business is situated. I wish that time permitted 
a discussion of the necessity for this separation of personal and 
business taxes. It is as important theoretically as it is prac- 
tically necessary. The failure of our general property tax is 
in large part due to its careless confusion of real, personal, and 
business taxes. The practical necessity for the distinction, 
however, lies in the fact that many business men live and work 
in different tax jurisdictions. The jurisdiction in which the 
man lives, moves, and has his social being insists upon taxing 
him — and the claim is just. The jurisdiction in which the 
business is situated, or in which the income arises, also insists 
upon taxing him (or his business) — and this claim is just. 
A little reflection will show that we can solve this problem in 
just one way, by having both a personal and a business tax. 
Accordingly, while I recommend an income tax for both pur- 
poses, this income tax must be administered somewhat differ- 
ently in its two capacities. It is in spirit two taxes rather than 
a single tax. 

(1) The Personal Tax. — The personal income tax is designed 
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to supersede the general property tax so far as the latter applies 
to furniture, household goods, and other consumption goods. 
The rate, therefore, should be low — this point is vital — and 
should be moderately progressive. This tax represents the 
personal or domestic obligation of the taxpayer arising from 
the protection of his person by the State, the use of public 
schools, parks, and streets by his family, and similar services 
of the State. Accordingly, the tax should vary with the total 
ability of the taxpayer, i.e. it should fall upon all income from 
whatever source derived, whether within or without the State ; 
and the proceeds of the tax should go to the civil jurisdictions 
in which the taxpayer dwells. Whenever necessary, the assess- 
ment should be based upon external indicia, devised and con- 
trolled by the central tax commission. Owing to the heavier 
rate of the property tax, nothing should be added to the income 
for estimated house rental when the taxpayer owns the dwell- 
ing in which he lives. The admirable exemptions provided 
in the Ingram Bill — $600 for everybody, $800 for man and 
wife, and $200 additional for each other dependent — might 
well be retained, though I should prefer that the exemption 
for children should be allowed only in case the child had not 
worked for wages during the year, thus strengthening a little 
our child labor laws. If the graded property tax could be made 
to work successfully with existing assessment machinery, be- 
cause of the reasonableness of the rates imposed, I believe that 
a personal income tax of this sort, with an equally fair and 
reasonable rate, and with a new and improved body of assessors, 
could be made to work even more successfully. 

(2) The Business Tax. — The business income tax would 
resemble the personal income tax in making use of external 
indicia when advisable, and in the lowness of its rate. It would 
differ in the facts that the rate would be proportional, not pro- 
gressive, — at least in my preference, although the point is not 
necessarily important, — and would fall upon all income arising 
in the district, irrespective of the residence of the owner. In 
computing income, moreover, interest payments upon bonds 
and borrowed capital of all kinds should be included, because 
this tax is upon the business, not upon the business man. The 
proceeds of this tax should go to the district in which the in- 
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come was earned ; and where a business was conducted in more 
than one district, distribution of the assessment could be made 
in accordance with gross receipts, or any other preferable method 
of distribution. In making their declarations, of course, busi- 
ness concerns would be called upon to state the residences 
of their stockholders, of their bondholders whenever possible, 
and of salaried employees earning more, say, than $2000 a 
year. In the assessment of the personal income tax, use would 
be made of these data. The assessments should not be made 
public. Owing to the fact that some business concerns own 
the real estate which they use, while others do not, it would be 
necessary to grant a reasonable deduction to those business 
concerns which own the real estate used in their business. A 
deduction of 6 or 8 per cent on the assessed valuation of such 
real estate would not only answer the requirement of equity, 
but would operate a little to improve the real estate assessment. 
The rate of taxation should be uniform upon each class of busi- 
ness, at least, throughout the State; and, as I have stated 
before, should be low. If a graded property tax upon business 
would succeed because of equitable rating, it is even more 
probable that an income tax, such as is described, would 
succeed. 

Finally, I hope I have made it perfectly clear that both the 
personal and business income taxes ought to be local taxes. 
While the business income tax would be used in the apportion- 
ment of state and county taxes, these apportioned taxes would 
be treated by the local districts as general charges to be met 
from the proceeds of the property tax and the two income 
taxes. The rates upon the latter should be strictly limited, 
leaving the element of elasticity to be supplied by the real estate 
tax. 

D. Only a few words need to be devoted to the important 
question : Would the new taxes yield as much revenue as those 
which they are to displace? Detailed figures, showing the 
relative importance of the several classes of property in the total 
assessments of country districts, villages, and cities of various 
sizes will be found in Table I, following. According to this 
table, the property which, under my plan, would continue sub- 
ject to the property tax constitutes 95.1 per cent of the present 
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assessment in the rural districts. This means that the rate 
of taxation, if it is at present I per cent in the typical rural 
assessment district, would under my plan be 1.05 per cent. 

In cities and villages real estate constitutes 75.5 per cent of 
the total assessment, and real estate, together with water and 
light companies, constitutes 77.6 per cent of the total assess- 
ment. This leaves an amount equivalent in tax-paying capac- 
ity to 22.4 per cent of the present assessment to be raised by 
the personal and business income taxes. 

Fourteen per cent of the total assessment in cities and villages 
at present consists of bank stock and merchants 1 and manu- 
facturers' stock. If these classes of property pay as much 
taxes under the business income tax as they do now, it will 
leave an amount equivalent to 8.4 per cent of the total taxes 
to be raised by the personal income tax. If the personal in- 
come tax fails to do this, the deficit will have to be raised by 
other taxes or by increasing the rate upon real estate. 

In all probability, however, the business income tax will yield 
even more than the present tax on bank, merchants', and manu- 
facturers' stock. As there are no statistics of income available, 
it is possible to support this statement by nothing better than 
rough estimates. Let us make an estimate, however, deciding 
all dubious points against ourselves. 

Let us assume, in the first place, that the tax rate upon in- 
comes will be the same as it is to-day on property — somewhere 
from 2 to 2£ per cent, probably, in cities and villages. With 
such a rate, the business concerns of Wisconsin will have to 
return an aggregate taxable income equivalent to the property 
now assessed as bank, merchants', and manufacturers' stock. 

Income, as heretofore defined for purposes of the business 
tax (covering net income as ordinarily defined, and interest 
upon all debts plus salaries allotted to owners of the business), 
considerably exceeds, in all probability, 10 per cent of the 
invested capital. Let us take 10 per cent in order to be safe. 
Our problem now assumes this form: if the business income 
tax is to produce as much as the property tax on bank, mer- 
chants', and manufacturers' stock, the capital of all Wisconsin 
business concerns must be ten times the assessed valuation of 
bank, merchants', and manufacturers' stock. Now all indica- 
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tions point to the conclusion that it is very much in excess of 
this amount. In the city of Milwaukee, for instance, the capital 
of manufacturing establishments alone, as reported by the 
Federal Census of 1905, was 9.87 times the assessed value of 
merchants' and manufacturers' stock, and 7.46 times the assess- 
ment of bank, merchants', and manufacturers' stock. It is 
true that the census lists land and buildings as capital when 
they are owned by the manufacturer, but it is also true that 
many of the smaller manufacturing concerns are not listed, 
and that the census definition of capital excludes important 
elements of capital which should be included for our purpose. 
A fair capitalization of all the business concerns of Wisconsin 
which would be subject to the income tax would probably 
exceed the present assessed value of bank, merchants', and manu- 
facturers' stock at least fifteen times. For it must be remem- 
bered that dozens of classes of businesses and professions not 
assessed for stock under the property tax would be subject 
to the income tax. Remembering what happened in Baltimore, 
when the rate of taxation was reduced three fourths, 1 not about 
nine tenths, as I propose, and it will probably be conceded that 
the great margin of safety, which this rough calculation allows, 
will provide for all and more of the evasion and underassess- 
ment which is likely to occur under a tax so fair and reasonable 
as the one proposed. 

In closing this section of the chapter it may be desirable 
to present some rough statistics bearing upon the adequacy of 
the personal income tax under the proposed scheme of taxation. 
In 1908, the last year for which I have figures, the total prop- 
erty taxes collected in the State of Wisconsin aggregated 
$29,287,106.20. I do not know how much of this was collected 
in cities and villages. But the total assessed valuation of the 



1 In Baltimore, in 1806, the rate of taxation upon "securities" was limited 
to 30 cents on $100, which, with the state tax of 17% cents on $100, made the 
total tax a little less than % of 1 per cent. The rate of taxation previously 
had been about 2 per cent, under which it is believed that only about $6,000,000 
of securities were on the assessment rolls. In 1897, under the 30 cents limita- 
tion, the assessed valuation of securities rose to $58,703,795, and by 1907 had 
reached $150,947,733. See J. H. Hollander, "Municipal Taxation of Intangi- 
ble Wealth," in the Proceedings of {he First National Conference of this Asso- 
ciation, 1907, p. 412. 
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cities and villages was 44.4 per cent of the total assessed valua- 
tion of the State ; and it would probably be well on the safe side, 
therefore, to place the city and village taxes at $16,000,000. 
My own opinion is that not more than 5 or 6 per cent of the 
taxes would have to come from the personal income tax. But 
to be doubly safe, let us assume that 10 per cent of $15,000,000, 
or $1,500,000, would have to be raised under the personal income 
tax. 

In Table II which immediately follows is shown the number 
of taxpayers necessary to raise an income tax of $1,500,000 
under varying assumptions stated in the table. For instance, 
if the average rate of taxation be 3 per cent, and the average 
taxable income of taxpayers $1000, it will be necessary for as- 
sessors to find at least 50,000 persons liable to the income tax. 
If the average rate of the income tax be 2 per cent, and the 
average taxable income $2000, 37,500 taxpayers will be neces- 
sary to raise the required sum. 

TABLE II. — ESTIMATES OP THE REQUIRED NUMBER OP 
TAXPAYERS NECESSARY TO YIELD $1,500,000 UNDER 
THE PERSONAL INCOME TAX 



Ayxragx 
Rati or 


Required Assess- 
ment op Ihcome 
Total 


Number or Taxpayers necessary, assuming an 
/-Ayxraoe Assessed Income per Taxpayer of—, 


Ikoomr Tax 


$500 


$1000 


$2000 


$3000 


Per cent 
1 
2 
3 
4 
6 


$160,000,000 
75,000,000 
50,000,000 
37,500,000 
30,000,000 


300,000 

150,000 

100,000 

75,000 

60,000 


150,000 
75,000 
50,000 
37,600 
30,000 


75,000 
37,500 
25,000 
18,750 
15,000 


60,000 
26,000 
16,667 
12,500 
10,000 



Now, in Table III immediately following this table is 
shown the number of persons enumerated in certain specified 
occupational groups in the state census of 1905. That is to 
say, the occupational figures relate to a period three years 
earlier than the statistics of taxation. This table shows that 
Wisconsin contained, in 1905, 23,370 merchants, manufacturers, 
and bankers, 7642 liquor dealers, 4348 physicians and dentists, 
and so on. In the fourteen classes enumerated there were 
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121,567 persons. No account is taken of farmers, skilled work- 
men, artisans, factory operatives, or unskilled laborers, etc. 
A mere perusal of this occupation statement ought, it would 
seem, to relieve all doubt about the ability of the population 
of Wisconsin to yield enough taxpayers, at a very low rate, to 
defray many times over whatever burden the personal income 
tax will be called upon to assume. 

TABLE III. — NUMBER OP PERSONS IN SPECIFIED OCCU- 
PATIONAL GROUPS, WITH ESTIMATES OF THE CORRE- 
SPONDING NUMBER OF TAXPAYERS AND THE POSSIBLE 
AMOUNT OF TAXABLE INCOME: WISCONSIN, 1905 

(Assuming an average exemption of $1000) 



Occupational Grout 



Proprietors 

Merchants, manufacturers, 

t and bankers 

Hotel, restaurant, and board- 
ing house keepers . . . 

Liquor dealers 

Miscellaneous 

Professional Pursuits 

Clergymen . . . . 

Physicians and dentists . . 

Lawyers 

Journalists and literary men 

Teachers 

Miscellaneous 

Agents and Clerical Pursuits 

Agents and commercial trav- 
elers 

Foremen and overseers . . 

Bookkeepers, stenographers 

Retired farmers, business 
men, capitalists, etc. . . 

Taxpayers from other groups 

Total 



NUMBB* 
IN 

1905 



23,370 

8,703 
7,642 
5,073 



2,920 
4,348 
1,937 
929 
17,195 
3,782 



8,445 

5,446 

13,139 

18,638 



121,567 



Estimated 

Proportion 

Subject 

to Tax 

in Cities 

AND 

VILLAGES 



Per Cent 

70 

50 
60 
50 



20 
70 
80 
80 
10 
20 



70 
10 
10 

50 



Estimated 
Number 
of Tax- 

PAYBBS 



16,359 

4,351 
4,585 
2,536 



584 
3,044 
1,550 

743 
1,719 

756 



5,911 

545 

1,314 

9,319 
3,000 



56,316 



Estimated 
Average 
Taxable 
Inoomx 



$1,000 

800 
800 
500 



300 
600 
800 
500 
300 
500 



800 
300 
300 

500 
500 



Estimated 
Total 

Taxable 
Inoomb 



$16,359,000 

3,480,800 
3,668,000 
1,268,000 



175,200 
1,826,400 
1,240,000 
371,500 
515,700 
378,000 



4,728,800 
163,500 
394,200 

4,659,500 
1,500,000 



$40,728,600 



Average taxable income per taxpayer, $723. 
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III. Apportionment 

Intrinsically, this question is not very important; and I 
regret the necessity of suggesting any method of apportioning 
state and county taxes other than upon the basis of equalized 
real estate values. But it is probably true that some little mod- 
ification of the latter method will have to be made in order to 
secure the consent of the rural districts to a reform of the general 
property tax. As a simple solution of this unwelcome problem, 
therefore, I recommend that in computing the basis for the 
apportionment of state and county taxes, the assessed valuation 
of real estate in the cities and villages be increased in proportion 
as the real estate tax levied in such cities and villages is increased 
by the business income tax. The process would be as follows : 
the county board or the state tax commission — preferably 
the latter — would first equalize the real estate assessments 
of both urban and rural districts. From the latest tax levies 
of the urban districts it would then be determined what ratio 
the business income tax bore to the tax upon real estate. Sup- 
pose the yield of the income tax were one fifth that of the re- 
formed property tax. Then the equalized real estate values 
for the urban districts would be increased one fifth, or 20 per 
cent. 

The justification of this process is, first, that it would be sim- 
ple ; secondly, that it would do ample justice to the rural dis- 
tricts ; and, thirdly, that it would tend to maintain the status 
quo so far as apportionment is concerned. At the present time 
real estate constitutes about 87 per cent of the total assessment 
in the country and 78 in the cities and villages. To maintain 
the status quo, therefore, the real estate assessment of cities and 
villages should be increased approximately 9 per cent of the total. 
As has already been pointed out, the business income tax would 
probably do all of this and a little more. I fancy that the busi- 
ness income tax would be made to yield in the earlier years of 
its trial from 10 to 15 per cent of the total. This percentage 
or proportion, added to the real estate quota of 78 per cent, would 
impose upon the cities and villages a share of the state and 
county taxation substantially the same, but just a little larger 
than they now bear. As I understand it, this is what is desired, 
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since real estate represents a larger portion of the wealth or 
taxability in the country than in the city. 



The greatest merit of the proposed plan is the fact that it 
would compel administrative reform. The property tax is not 
administered successfully to-day, even so far as real estate is 
concerned. It would be obviously absurd, therefore, to proceed 
on the basis that present assessors and assessment machinery 
would be able successfully to handle the income taxes. If the 
people of Wisconsin want the income tax, they must reconstruct 
the assessment machinery, and the reconstruction of the assess- 
ment machinery will be worth more than the income tax. The 
by-products of the reform will be worth more than the reform 
itself. The legislature and the administrative leaders of the 
State of Wisconsin may or may not conclude to indorse the 
income tax. But they should never be forgiven if they abandon 
this opportunity of making clear to the people of Wisconsin 
that its tax machinery is obsolete and inefficient. 

First of all, competent, I may say expert, assessors will be 
needed ; and to get expert assessors, employees must be assured 
permanent positions and paid adequate salaries. Next, the 
assessors must be taken out of politics and made impervious 
to commercial, social, and political pressure. To accomplish 
this, the assessors should be appointed by some body of men 
whose reputation and position itself will be dependent upon 
the efficiency of the assessors. Mere appointment in place of 
election will not suffice, unless the appointing board is vitally 
dependent upon the efficiency of the appointees. Moreover, 
the assignment of work to assessors, and their retention, pro- 
motion, or discharge should be obviously vested in a central, 
not a local, body, in a state board rather than a county board, 
in order that the conscientious assessors may be protected from 
unjust local opposition and complaint. Make the tax law 
scrupulously fair in principle, the tax rate low in amount, and 
the assessment vigorously thorough : this is the reform program 
that the honest taxpayer ought to indorse as a matter of mere 
expediency alone, if not as a matter of principle. 

There is one other aspect of the assessment work that deserves 
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mention. It should be uniform. Nowhere is social inter- 
dependence more real than in the realm of taxation, particularly 
in the realm of business taxation. The new taxes should be 
administered uniformly, and that can be accomplished only by 
central control. Time may have been when the best democracy 
was local democracy, but that time is no more, in financial 
matters. The political unit must follow the economic unit. 
When business ceases to be local, and the competitive area ex- 
pands beyond the limits of town and county boundary lines, 
the legislature must take cognizance of this truth or suffer the 
consequences. To permit the unrestricted local assessment 
of business concerns is to encourage town to bid against town, 
county against county, for the location of business enterprise ; 
and this means the demoralization of the assessment force. 
It would be far better openly to exempt business from taxation 
in the beginning. Financial democracy is to be achieved only 
through centralized administration. In tax administration, at 
least, local control means incompetence, powerlessness, chaos. 1 

The responsibility for and the control of the new assessment 
work should, I think, be placed in the hands of the Wisconsin 
Tax Commission. It has been my great privilege to know the 
members of this Commission rather intimately. I am in no 
sense authorized to speak for them. And I know that they 
would view with reluctance any increase of official burden and 
responsibility. If the Wisconsin Tax Commission be properly 
subject to any criticism, it is not that of ambitiously scheming 
to increase its own jurisdiction. Its one defect has been an 
excessive modesty, which has led its members to refrain from 
insisting upon those reforms which they knew to be necessary, 
because those reforms necessarily involve increased powers and 
wider jurisdiction on the part of the Commission itself. None 
the less, the record and the natural jurisdiction of the Tax Com- 
mission make its office the logical resting place of the cen- 
tralized control of the assessment work which must eventually 
come, whether the income tax be the vehicle of its introduction 
or not. 

Time does not permit a discussion of the administrative 

1 Except, perhaps, in very large cities, which are practically great common- 
wealths in themselves. 
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changes which would be required by the new taxes. Their 
cost, however, could be largely or wholly defrayed by another 
reform which the Tax Commission has already recommended : 
the substitution of triennial or quadrennial for the present 
annual assessment. 1 If we could save two thirds of the present 
cost of assessment work, the financial burden entailed by the 
new system would be easily carried. 

In conclusion, I desire to express my conviction that no fairly 
earnest experiment with the income tax in Wisconsin can fail. 
It may demonstrate the impossibility and unsuitability of the 
income tax ; but even if it should, it would so involve the State 
in the work of reforming the general property tax that the final 
outcome could not fail to be an improvement over the existing 
status. What we are suffering from now is mere inertia. We 
stand shivering on the brink of tax reform like a timid boy about 
to take his first swimming lesson. What we need is the plunge. 
No harm can result; the water is not over our heads. We are 
not facing one of those momentous decisions in which a false 
step is irretrievable. What we are facing is one of these ad- 
ministrative improvements which the American democracy 
must learn to take as a matter of course — if self-government 
is to be perpetuated. If we cannot govern ourselves efficiently, 
we shall cease, in the end, to govern ourselves at all. 

Finally, we have the comforting assurance — which appeals 
to me as an unanswerable argument — that nothing could be 
worse -than the present taxation of those forms of personal prop- 
^-y which it is proposed to abandon. A few months ago Mr. 
A. E. James, the efficient statistician of the Wisconsin Tax 
Commission, directed an investigation of 473 estates probated 
in the county of Waukesha. I know of nothing unusual about 
this county which would prevent the results of this examina- 
tion from being accepted as thoroughly representative. The 
taxable personalty in these estates was valued by the appraisers 
at $2,414,414 and assessed by the assessors at $155,388, i.e. 
6.44 per cent of its true value. The tangible personalty was 
appraised at $148,309 and assessed at $80,393, or 54.2 per cent 
of the true value ; while the intangible personalty was appraised 
at $2,266,105 and assessed at $74,995, or 3.31 per cent of the 
1 Report of the Tax Commission for 1909, p. 18. 
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true value. It is hardly conceivable that the income tax should 
fail so utterly as this. 

I am inclined to regard the probate method as the best prac- 
tical method of ascertaining what proportion of the total value 
of intangible taxable personalty is actually assessed. The ap- 
praisers of such estates are usually conservative in their valua- 
tions and complete in their inventories. The Tax Commission 
uses another method, however, in its work of deciding appeals 
from the equalizations of county boards. It simply sends into 
the county in dispute a number of assessors from other counties 
who have demonstrated, in the past, their ability and fidelity. 
These men make appraisals or inspections in the ordinary way, 
unquestionably failing to secure record of a great deal of per- 
sonal property, particularly intangible property. But the in- 
spection work of these men is the best that I know of, and 
their results particularly valuable from the comparative stand- 
point ; i.e. even if they do not list all property, and hence do 
not show accurately the exact proportion of property which 
escapes taxation, they do represent with rough accuracy the 
extent to which farmers, for instance, as contrasted with mer- 
chants and professional men, escape taxation. In conclusion, 
I present two valuable tables, based upon the work of these in- 
spectors, which I also owe to the courtesy of the statistician 
of the State Tax Commission. The figures in these tables (IV 
and V) speak for themselves. [See next page.] 
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TABLE IV. — INSPECTIONS OP PERSONAL PROPERTY IN 
TWO WISCONSIN COUNTIES CLASSIFIED ACCORDING 
TO THE OCCUPATION OF THE OWNER 





Number 

OF 

Inspections 


Values 


Batio or 
Assessed 


Occupational Group 


Assessed 


True 


to Tbub 
Pie Gent 


Formers 

Merchants .... 
Manufacturers . . . 
Trades and professions 
Public service (hotels, 
bus, etc.) .... 
Retired, no occupation 


1,396 

664 

97 

42 

24 
16 


$1,040,698 

1,165,357 

1,356,091 

17,075 

16,445 
11,575 


$1,663,960 

2,928,351 

5,861,587 

39,928 

41,270 
15,375 


62.54 
39.80 
23.14 
42.77 

39.85 
75.29 


Total 


2,239 


$3,607,241 


$10,550,471 


34.19 



TABLE V. — INSPECTIONS OF PERSONAL PROPERTY IN 
TWO WISCONSIN COUNTIES CLASSIFIED ACCORDING 
TO THE VALUE OF THE INDIVIDUAL HOLDING 





Number 

or 

Inspections 


Values 


Ratio or 
Assessed 


Valuk or HOLDXNO 


Assessed 


True 


to Tbub 
Per Cent 


Under $1,000 . . . 
$l,00O-$9,999 . . . 
$10,000-$49,999 . . 
$50,000-$499,999 . . 
$500,000 and over . . 


918 

1,210 

84 

25 

2 


$355,870 

1,430,295 

650,865 

826,261 

343,950 


$595,968 
2,913,912 
1,800,622 
3,207,027 
2,032,942 


59.72 
49.08 
36.15 
25.76 
16.92 


Total 


2,239 


$3,607,241 


$10,550,471 


34.19 



COMPARATIVE RESULTS OF INCOME TAXA- 
TION IN VARIOUS COUNTRIES 

By K. K. Kennan 
Attorney-at-Law, Milwaukee, Wis. 

The people of the United States are intelligent, progressive, 
and prosperous to a remarkable degree, but the great problem 
of taxation — the problem of how to distribute the public 
burdens with approximate fairness and equality — is one which 
still awaits solution. However rapid may have been our 
progress along other lines, here is a field in which we cannot 
"point with pride" to any great achievements, nor even be sure 
that there has not been some retrogression. 

If some recent attempts at drafting income tax laws can be 
taken as criteria, this country would seem to have made no per- 
ceptible advance in its knowledge of the subject during the past 
fifty years. The crude and antiquated provisions of the Civil 
War income tax law are copied again and again in the apparent 
belief that nothing better ever was or ever will be invented. 

In the meantime, nearly all the other civilized nations of the 
globe have been trying to solve the problem of successful taxa- 
tion of incomes, and have made notable advances in that direc- 
tion which may well challenge our attention. 

In attempting to institute a comparison between the results 
of income taxation in different countries, many serious difficulties 
are encountered. These difficulties arise not only from the 
widely dissimilar and often complicated methods of taxing 
incomes which are in vogue, but also from the incompleteness, 
inaccuracy, and sometimes total lack of statistical records of 
the results obtained. This is especially true of the United States. 

It might naturally be expected that upon an occasion like 
this some of the results of state taxation of incomes in this 
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country could be mentioned which would be instructive and 
edifying. For over two hundred years some of the Eastern 
and Southern States of the Union have been taxing income in 
one form and another; but the laws adopted have been so 
crude, the administration of those laws has been so extremely 
inefficient, and the results obtained, when known, so insignifi- 
cant, that the statistics would have a negative rather than a 
positive value. Under these circumstances, it has seemed best 
to turn our attention to certain foreign countries, where income 
taxation has proven more successful, and statistics as to methods 
and results are more abundant. 

We shall find the field a large one, for the movement in favor 
of income taxation is world-wide, and the civilized nation of 
to-day which does not have an income tax in some form is the 
rare exception. There may be those even in this gathering of 
tax experts who will be surprised to learn that there are, in 
foreign countries, some seventy distinct systems of income 
taxation, and if we should include communal and municipal 
income taxes, the number would be doubled. Those which 
we shall consider at this time comprise six Australian states 
and New Zealand, Austria, British Columbia, Cape of Good 
Hope, Denmark, England, Prussia and twenty-three minor 
German states, Hawaii, Holland, Hungary, India, Italy, Japan, 
Java, Leeward Islands, Luxemburg, Norway, St. Vincent, 
Seyschelles, Spain, Sweden, and some twenty cantons of the 
Swiss Confederation. These countries have a total population 
of fully 540,000,000, or more than a third of the estimated popu- 
lation of the globe. This is exclusive of France, which, after 
some ten years of investigation, deliberation, and debate, has 
formulated a general income tax law that has received the 
sanction of the Chamber of Deputies and is now in the hands 
of the Senate. 

When this bill is passed, as it probably will be in a few months, 
another forty millions can be added to the above figures. More- 
over, if the Supreme Court of the United States, in its wisdom, 
should decide that the corporation tax law is an income tax, 
there might be eighty millions more to add, which would make 
a total of 660,000,000. 

The amount of income tax collected in 1908 reached the veiy 
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respectable sum of $412,724,000. In this respect England 
easily took the lead with $165,000,000, Prussia was second with 
about $88,000,000, Italy third with $50,000,000, and then came 
Spain with $18,000,000, Japan $13,000,000, Saxony $12,250,000, 
Austria $12,000,000, and Holland, India, and Norway, each 
with nearly $7,000,000. These ten countries together raised 
about $380,000,000, or more than nine tenths of the whole 
amount. 

That the income tax lawB now in force are of comparatively 
recent origin is shown by the fact that the average of the dates 
when they went into effect in fifty-two countries and states 
is the year 1881. If we should take out England, Bavaria, 
Saxony, and four Swiss cantons which are among those which 
have had income taxes for the longest periods, the average date 
of the beginning of income taxation in the remaining forty-five 
states would be the year 1899. In this connection it may be 
noted that no foreign country which has adopted an income 
tax within the past twenty-five years has seen fit to abandon it. 

Before proceeding to give more detailed statistics, it may be 
well to submit some general observation regarding methods 
of income taxation in the countries which we shall consider. 

In the first place, there is the distinction to be observed be- 
tween federal and state income taxes. There are, so far as we 
can learn, only ten of the larger countries which have what we 
call federal income taxes; that is to say, income taxes levied by 
the general government for its own needs. They are Austria, 
Denmark, England, Holland, Hungary, Italy, Japan, Norway, 
Spain, and Sweden. Allusion is often made to the Australian, 
the Swiss, and the German income tax; but, as a matter of 
fact, neither the Australian Commonwealth, the Swiss Federa- 
tion, nor the German Empire levies any income tax. 
* In the second place, it is necessary to observe the distinction 
between a general income tax and a partial income tax. Theo- 
retically a general income tax should reach all income, but 
practically this result is never obtained. In most countries 
the incomes of charitable, benevolent, educational, religious, and 
governmental institutions are exempt, as is also the so-called 
"minimum of existence." Some laws exempt the income from 
property already taxed, and others apply only to certain speci- 
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fied forms of income. It thus happens that one may well be 
in doubt whether a certain tax is a general income tax, a partial 
income tax, or no income tax at all. As an instance of the un- 
certainty which may arise in this respect, the Spanish kingdom 
affords a striking example. The American Ambassador at 
Madrid writes that he is informed by the Director General of 
Taxation (who certainly, of all people, ought to know) that there 
is no income tax in that country. On the other hand, we find 
that the Spanish system of taxing the profits of various occupa- 
tions and investments has been treated by many writers as being 
at least a partial income tax. 

In taking a general view of the methods of taxing incomes in 
foreign countries, we shall find that the systems adopted in 
Australasia are characterized by high exemptions, abruptly 
graded rates, combinations with single tax, and differentiation 
in favor of incomes from personal exertion as against incomes 
from property and earnings of corporations. In England and 
many of her colonies there is a tendency to high exemptions and 
proportional or slightly graduated scales of rates. 

Upon the European continent, however, where it may fairly 
be said that the subject of income taxation has received the 
most careful study, we shall find that uniformly low exemptions, 
minutely graduated scales of rates, and elaborate systems of 
differentiation have been adopted. In the majority of the last- 
mentioned states the tax upon each grade of income is a fixed 
amount which corresponds with the sum which would be pro- 
duced by a gradually increasing percentual rate. Sometimes a 
uniform rate is provided which is rendered progressive by an 
ingenious system of diminishing abatements on the amount of 
income taxed in the lower part of the scale and a series of in- 
creasing additions to the higher grades. 

An almost universal feature of income tax laws is the exemp- 
tion of a certain sum at the foot of the scale of rates. It is gen- 
erally considered that nothing can be gained by taxing what is 
called the minimum of subsistence. Money taken by taxation 
from people who have no margin of profit above the most press- 
ing and peremptory needs, may have to be refunded in the form 
of charity, and the cost of assessing and collecting very small 
sums is greater than the amount collected. 
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On the other hand, exemptions which are much in excess of 
the average cost of living lead to dangerous class legislation, 
and place the whole burden of the tax upon the shoulders of a 
small minority of the population. 

There are two methods of making such exemptions. In some 
states the laws simply provide that incomes below a certain 
sum shall be exempt, while all above that sum shall be taxed 
at their full amount. In others the exemption applies to all 
incomes, regardless of their amount. In not a few cases the laws 
are quite ambiguous as to which method is intended, and it 
becomes necessary to find how it is applied in practice. 

From a tabulation of 56 countries which have exemptions, 
it appears that the average amount considered to be necessary 
as a minimum of subsistence is $406.30. If, however, we divide 
these countries into two groups, the first to consist of England 
and fourteen of her colonies and Hawaii, and the second com- 
posed of the countries and states of continental Europe, together 
with Japan, we shall find that the first, or what might be called 
the English-speaking group, has an average exemption of 
$1098.50, or, say in round numbers, $1100, while the average 
of the second group, comprising 41 political subdivisions, is only 
$153.13. 

Perhaps the most interesting basis of comparison which can 
be selected is the amount of rates and the degree of progression 
which is applied to such rates. But it is precisely at this point 
that the greatest difficulties are encountered, owing to the widely 
divergent and often complicated methods employed. It seemed 
very desirable to obtain a sort of composite of the rates in as 
many countries as possible, and it was found that there were 
about forty systems of income taxation which would lend them- 
selves more or less gracefully to this purpose. The countries 
in which these systems of income taxation are in force comprise 
all of the most important, except Spain. They represent a 
population of over 465,000,000, or 86 per cent of the whole. In 
each country eight points in the scale of incomes were selected 
and the tax computed and reduced to American currency for 
each point. Owing to the great diversity in the amount of 
exemption and the influence of such exemption on the rate as 
applied to the total income, it was found necessary to take into 
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account the effect of the exemption in every case. As a result 
of this rather laborious method it was ascertained that the 
average income tax on a total inoome of 

$7.51, or 1.50%; 

19.43, or 1.94%; 

47.36, or 2.37%; 

146.20, or 2.92%; 

340.37, or 3.40% ; 

914.69, or 3.66%; 

on ou,uw wiw 1,928.08, or 3.85 % ; 

on 100,000 was 3,890.87, or 3.89 %. 

It should be explained that the percentages given above are 
somewhat lower than they would be if the rates on all income 
were considered. In many countries higher rates are levied 
upon income from property or investments than upon income 
resulting from personal exertion ; but not every country makes 
this distinction, and it seemed best, in order to reach a common 
and uniform basis, to confine our calculations to the rates fixed 
for incomes arising from personal exertion. A tabulation of 
the rates in some twenty countries where a differentiation exists 
between earned and unearned incomes reveals the fact that the 
average proportion of the rates is as 3 to 5; that is to say, that 
when a certain amount of earned income pays three dollars, the 
same amount of unearned income would pay five dollars. This 
is the exact proportion adopted in Holland by Dr. Pierson after 
much scientific investigation. 

The highest income tax is found in Italy, where the rate is 
nominally 20 per cent. It is true that this rate is modified as 
to certain classes of income by liberal abatements, but 1\ per 
cent is the lowest point reached in any case, and the average 
rate is more than double the average of other countries. As 
was to be expected, this excessive tax has been the cause of an 
extraordinary amount of fraud and evasion. 

The amount raised by taxation of incomes is sometimes com- 
pared with total revenue ; but the results obtained have an un- 
certain value by reason of the fact that many countries have 
large gross receipts accruing from railroads and other public 
utilities, while in others the only sources of revenue are direct 
and indirect taxes. It has, therefore, seemed that a comparison 
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with the total amount raised by direct taxation would be of 
more significance. A tabulation of the statistics obtainable 
on this point in thirty-seven countries discloses the fact that 
the income tax contributed almost exactly 50 per cent of the 
total amount raised by taxation. The percentages are highest 
in the minor German states, sometimes exceeding 80 per cent. 
The proportion of income taxpayers to population is an im- 
portant item, but there appear to be only twenty countries in 
which statistics upon this point are available. Fortunately, 
these comprise most of the larger countries, as will be seen by 
the fact that their combined population amounts to 420,000,000. 
The proportion which the income taxpayers bear to total popu- 
lation in these countries is 3£ per cent, but if we omit India, 
as we perhaps should, owing to exceptional conditions which 
prevail there, the rate for the remaining nineteen countries rises 
to 10 per cent. Among the larger states the highest propor- 
tion is found in Saxony, where 26 per cent of the population 
pay income taxes. In Prussia the proportion of income tax- 
payers is 16.36 per cent. Although the population of Prussia 
is only about five sixths that of England, the number of income 
taxpayers in the former country is five times as great as in the 
latter. This is no doubt accounted for by the difference in the 
exemptions — England exempting nearly $800, while the amount 
exempted in Prussia is only $214. In this connection it is inter- 
esting to note that Prussia now has about the same population 
and about the same amount of wealth as the United States had 
in the later sixties. While the Civil War income tax law was 
in force in the four years 1867-1870, the average number of 
persons who paid income tax in this country was 267,564, or 
about two thirds of 1 per cent of the population. In Prussia 
the number of income taxpayers in 1909 was 6,107,621, or 
twenty-two times as many. But an analysis of the Prussian 
statistics for 1909 will show that if the exemption of 900 marks, 
or $214, had been raised to $1000, which was the amount allowed 
by the Civil War income tax at the period mentioned, the num- 
ber of Prussian income taxpayers would have been only 324,127. 
Of the six million income taxpayers in Prussia nearly five and 
one half millions, or, to be more exact, 89.81 per cent, are assessed 
for annual incomes of less than $714, while only 3 per cent have 
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incomes exceeding $1550. In Austria 85 per cent of the income 
taxpayers are assessed for incomes of less than $812, and 97 
per cent for incomes of less than $2500; but it must not be 
supposed that the amount of taxes paid bears any fixed relation 
to the number of persons assessed. The 97 per cent of income 
taxpayers in Austria who have incomes under $2500 do not pay 
97 per cent of the taxes. The 3 per cent who have incomes 
over $2500 pay 26 per cent of the whole amount raised by in- 
come taxation. 

There are many other important statistics which it would 
be worth while to consider, such as the differentiations made 
in rates, or abatements allowed in favor of persons having 
large families to support, the variations sometimes made in 
exemptions according to whether the taxpayer resides in a large 
city or in the country, the relative cost of assessing and collect- 
ing the income tax under different administrative methods, the 
extent to which disclosure of income may be compelled, and 
many other subjects which we cannot pause to mention at this 
time; but enough has perhaps been given to show that there is 
a vast and inviting field of statistical research which lies open 
to us and which we cannot afford to neglect if we are wise enough 
to profit by the experiences of other nations. 
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Mb. Kennan exhibited to the Conference a large diagram 
illustrating what might be called the "composite line 1 ' of the 
rates of income taxation in forty countries. The percentages 
shown by the lines in this diagram have been tabulated by Mr. 
Kennan as follows : 
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Income Tax Act of 1894 in U. S., 2 per cent on all over $4000. 

1 In four of these countries the taxation of incomes began at $973.30 (£200) 
so that only $26.70 of the $1000 was taxed. This operates to reduce the per- 
centage to a lower figure than it was for incomes of $500, where these countries 
were not included. 



At the conclusion of his explanations of the diagram, Mr. 
Kennan said : 

A very practical friend of mine who read my paper made the 
remark, "I presume your facts are all right ; but you have not 
expressed any opinion on income taxes in general, nor elabo- 
rated any theories, nor drawn any conclusions/ 1 I must, admit 
the justice of the criticism, but I would like to say in extenuation 
that I have studied this subject just enough to have reached 
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the point where I have considerable distrust of my own opinions 
— in short, I have reached that delightful stage of scientific 
equipoise where all the arguments 'pro are balanced by the 
arguments con — where the difficulties are clearly perceived, 
but the solution of them is still a fragrant hope which lures us 
on. As for the theories, I must leave them to the political 
economists, and as for the conclusions, I think I may safely 
leave you to draw them. 

Mr. N. P. Haugen (Wisconsin) : Twant to ask Mr. Eennan 
whether the rates he used in making up the diagram are the rates 
for state purposes, or whether they include the rates for local 
taxation also ? 

Mr. Kennan: They are limited "to state purposes, with one 
possible exception, and that is not, however, included in the 
forty countries. The three free Hanseatic cities of Germany, — 
Bremen, Hamburg, and Lubeck, — which are practically Ger- 
man states, combine their municipal and state income tax in the 
one tax. 

Mr. Haugen : Practically one district ? 

Mr. Kennan : The statistics of the city and State are con- 
fused, and run together. Those cities were not included in 
this computation. This line represents what might be called 
state income tax — for the Australian States, German States, 
and Switzerland, at any rate. 

Mr. Haugen : So we would not have a clear idea as to the 
rate to be levied upon the taxpayer from rates appearing on the 
diagram. I believe in England during the Boer War they raised 
as high as 8 per cent for one year. The English income tax, I 
think, is fixed by Parliament for one year, and continues for only 
that year. 

Mr. Kennan: The rate is uniform clear through, except 
that incomes of 160 pounds, that would be $800, are exempt, 
and incomes up to, I think, 500 pounds (say $2500) have abate- 
ments according to the number in the family, etc. Then they 
have a super-tax which starts at $25,000, with a proportional 
tax of 2\ per cent on all incomes exceeding that sum. 

Professor H. J. Davenport (Missouri) : I think we may all 
congratulate ourselves that finally there is one professor who 
has had pluck enough, and clear sight enough, to see that the 
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ultimate solution of our tax problem must include a state in- 
come tax ; and I want you to bear with me some portion of five 
minutes in a little mathematical demonstration of that proposi- 
tion. 

Our population is about ninety millions. Statisticians show 
that the wealth of this country is about $1200 per capita. That 
would indicate that the wealth of our United States is something 
in the neighborhood of one hundred and ten billions of dollars. 
Other statisticians get at it in another way, and have computed 
this wealth at about one hundred and fifteen billions of dollars. 
Very well, let us say one hundred and fifteen, or one hundred 
and twenty. Let us assume that the earning power of our 
accrued wealth in this country is 5 per cent. Then the annual 
income accruing from the wealth of this country is something 
like six billions of dollars. But the statisticians also say that 
the breadwinners of this country are forty millions. I can 
hardly believe that. I think it would be safer to say thirty, and 
I will say thirty, because it rather weakens my argument than 
strengthens it. 

A fair estimate of the earning power of each breadwinner in 
this country is something like $800 ; I believe the statisticians 
put it a little over $800. What does that mean ? It means that 
the personal earning power of our population, the fund from 
which we may derive our taxes annually, if we have the wisdom 
to do it, the personal earning power of this country, would 
amount to thirty or forty millions multiplied by eight hundred. 
That is to say, somewhere from twenty-five billions to thirty 
billions of dollars a year is the taxpay ing fund, the fund on which 
taxpaying ability can be estimated, based entirely upon personal 
earning power. That is to say, if we had the income tax, — and, 
if you notice, everybody now says that the ideal tax is the income 
tax — it is only a question of how to work out that ideal by vari- 
ous systems of taxes, — we have in our personal earning power 
five and six or seven times the taxpaying ability that we have in 
our accrued wealth. And yet our everlasting stupidity tries 
to collect all our taxes by the general property tax on our values. 

I am not at all advocating, and I do not believe in, the aban- 
donment of the general property tax ; but as long as it is true 
that we have five or six times the taxpaying power in personally 
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earned income that we have from property, it must be true that, 
if we were wise enough to increase our taxable fund by the in- 
come tax, we should not have to tax the property that we do 
tax more than one fifth or one sixth as much yearly as we do 
now; and the point which Professor Bullock has made very 
clear to us, namely, that we cannot make our property tax work 
now because it is so high a rate, would all be solved by the sup- 
plementation of the income tax, — not precisely supplementa- 
tion, when it would be five times as large a fund. 

Then, after having rendered tribute to Professor Adams's 
grit and clear-sightedness, I want to say that I heartily disagree 
with him in thinking that any adequate income tax can be 
merely a substitute for a personal property tax. It ought to be 
the source of five sixths of all of our income, instead of allowing 
all of our taxation to be derived from property. If it is made as 
low as it should be, then we would have no difficulty. 

And the next point is this : That there is only one way to do 
it, practically speaking. The funds are not needed, excepting 
within the State. If there is ever a rational and a workable 
tax in this country, there must come a state income tax. And 
the failures that have been made, as have been pointed out to 
you to-night, have been made because nobody has taken the 
problem seriously. There never has been a reasonable effort 
by nation or by State yet in this country at the income tax 
proposition. 

Mr. A. C. Plbtdbll (New Jersey) : Professor Davenport 
wants to have the income tax, together with the general property 
tax. This reminds me that once I heard a gentleman advocating 
a state income tax — I emphasize the word "state" — who said 
that "a state income tax could be just as easily and thoroughly 
enforced as the personal property tax." We will hear later on 
as to the results of the enforcement, or attempt at enforcement, 
of the personal property tax, and I think, from the administra- 
tive standpoint, that a state income tax would be as dismally a 
failure. 

It has been the experience of the States that have tried income 
taxes that all attempts at enforcing them have failed. The more 
it is like the personal property tax the more those kind of incomes 
disappear. Apart from the theory of the income tax, it seems 
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to me a lesson of history, with our wiping out of state lines, 
with the multiplicity of investments, that the only successful 
income tax must be at least collected by the national authority. 
And I can speak on that a little more strongly than those in 
some States, because between the State of New York and the 
State of New Jersey there is a very narrow dividing line, and I 
know that frequently deposits of money, in one case seven or 
eight million dollars, are transferred just before assessment day 
from one State into the other. I think that residences and 
incomes could shift backward and forward over the Hudson 
River just as easily as personal property ; and the shifting would 
be more easy now, because we have so many tunnels in place of 
the ferry boats. 

I do not at all agree with Professor Davenport that every one 
accepts the theory of an income tax and only balks at the 
administration. There are a good many practical business 
men who prefer a tax upon capital values, a tax upon privilege, 
at a fixed sum, rather than a tax upon earnings or dividends or 
incomes, which will disclose business profits or business stability. 
We have an example in the laws of several States in regard to 
corporations. The state franchise tax upon a corporation in 
New York State is based upon income, practically, and makes a 
great deal of friction and trouble, whereas in some other States 
the tax is a fiat tax upon the issue of capital stock, regardless 
entirely of the income of the corporation ; and many business 
men who incorporate prefer to pay a higher tax, but at a fixed 
and known rate — both from the practical standpoint of not 
disclosing incomes, and from a feeling also that a fixed tax is in a 
sense a tax on a privilege, as, for example, a tax for the privilege 
of being a corporation. After paying that tax, those who pay it 
can go ahead and earn as much money as they can without being 
taxed proportionately upon their thrift and enterprise. 

There is a good- deal of sentiment among the American people 
for demanding an equal tax for equal privilege, and then letting 
the man who gets that privilege go ahead and do what he can 
with it without being followed up closely with taxes upon the 
successful, very largely for the benefit of the unsuccessful. A 
great deal of the demand for an income tax is the demand that 
the most enterprising shall pay, not for privileges which they 
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enjoy, not for the right to do business, but that they shall pay 
heavily for being successful in their business or in their private 
work. For that reason it seems to me that we should not be 
too radical and abandon entirely the old idea, — which had a 
rational basis — underlying the general property tax, the old 
idea of paying upon the capital value regardless of the use which 
a man made of the property upon which he paid the tax. 

Professor Adams : There is one brief remark, I think, that 
ought to be made in reply to Mr. Pleydell. His attack upon 
income taxation seems to be based upon the experience of busi- 
ness men. The trouble with that argument is that it can be 
directed against any system of taxation. There are business 
men who object to all kinds of taxation, — who agree that they 
are injured by any sort of tax it is possible to devise. I merely 
suggest that Mr. Pleydell's argument is really for a Utopian 
State in which we get along without any taxation. 

Mr. Pleydell : I stated clearly that many business men pre- 
fer to incorporate where the tax is heavier, but is a fixed tax 
upon issued capital stock, rather than where it was fluctuating 
upon incomes and dividends. 

Mr. Haugen : It seems to me that Professor Davenport, when 
he spoke of the personal incomes, made no allowance for exemp- 
tions whatever, for the minimum of subsistence. Is that right ? 

Professor Davenport: I did not attempt to cover the 
question of exemptions. I was simply trying to show what the 
taxpaying resources were. 

Mr. Haugen : In the neighborhood of $800 per annum per 
individual. If the minimum of subsistence were deducted from 
that, it would materially reduce the tax that could be raised from 
income. 

Professor Davenport : So it would reduce the tax that could 
be raised from property. 

Mr. Haugen : No doubt about that. 

Mr. Desmond (Milwaukee) : There is one phase of this 
question that has not been touched upon here to-night, except 
rather informally, and that is the disposition to be made of money 
raised by taxation of incomes. If we ever come in this State 
to the taxation of incomes, I trust that the money will go to the 
localities where the incomes are earned, and not to the State of 
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Wisconsin. A gentleman a few moments ago said that there 
could be no equitable enforcement of an income tax unless it 
was made national, but I believe that if incomes are taxed, the 
money should be kept in the communities where it is earned, 
as it is in Germany, and in many of the cantons of Switzerland. 
We have a disposition now apparent in the legislatures of the 
various States to devise new schemes of taxation which will 
raise large revenues which accrue to the State. We have had a 
sample of that in the State of Wisconsin, where the taxation of 
railroads was systematized, but all the money is kept by the 
State, and, although the income of the State has been increased 
by railroad taxation many hundreds of thousands of dollars, 
the taxation of the individual taxpayers on real estate throughout 
the State has not decreased, nor has the taxation on personal 
property decreased. 

The point I wish to make is that when you send your money 
away to the State, or to the nation at Washington, the fellows 
down there will find a way to spend it, and you will have to raise 
just as much more for home taxation. I believe that a State 
should be required to levy a direct tax every year for its support, 
and that all the other means of taxation should be divided up 
among the communities where the taxes accrue, so far as it is 
possible. It is not always possible in the case of insurance 
corporations and other corporations which do a business spread 
over the State, but it would be possible in the case of an income 
tax. That is one reason why the income tax scheme proposed 
in the State of Wisconsin fell fiat, because it was proposed to 
keep the money in Madison. 

Mb. Haugen : I want to correct the last statement. No part 
of the income tax provided for in the bills before the Wisconsin 
legislature would go to the State. A part of the income tax 
provided for in those bills, a small percentage, would go to the 
county, and the rest to the district imwhich the taxes are levied. 

Mr. Lawson Purdt (New York) : I am one of those who do 
not believe a state income tax in the United States can be ad- 
ministered with such reasonable success as to render it fair. 
There has been practically nothing said to-night as to why a 
national income tax could be levied with reasonable fairness and 
why a state income tax cannot. 
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The reason a state income tax cannot be administered suc- 
cessfully in this country, in my judgment, is, first, the difference 
between us and the German people, — if we claim that it is 
administered with reasonable success in Germany ^ which I 
greatly doubt, from what I have heard of it. They are accus- 
tomed to do as they are told, and we are not, which makes a great 
deal of difference. We could administer a national income tax 
in this country on the lines of the British income tax. Our very 
rich people draw their incomes from all over the United States. 
It is very easy for them, as Mr. Pleydell said, to cross the state 
line and live in a State where there is no income tax, unless we 
had one in every State in the Union, which is not likely to come 
very soon, as in the process of getting state income taxes they 
would fail before we ever got them over the whole of the United 
States. But we can, federally, do what the British do, reach the 
income at source. 

Let me illustrate by Mr. Harriman, who is dead. His income 
was largely derived from dividends on the stock of corporations. 
Mr. Harriman lived in the State of New York. His income came 
from almost every State in the Union, through the earnings of 
the corporations in which he owned stock. Great Britain would 
not have bothered Mr. Harriman about his income tax, prac- 
tically, at all. Great Britain would have said to the Union 
Pacific Railroad Company, and all the other companies in which 
Mr. Harriman owned stock, "When you pay your dividends, 
we want fourteen pence in the pound." The corporation would 
have been obliged to account for the fourteen pence in the pound, 
and then it would have given Mr. Harriman a warrant to show 
that it had paid the income tax on account of his shares. 

Under such a plan in the United States, when the federal tax 
collectors said to Mr. Harriman, "Show what your income is; 
account for it," he would have said, "Certainly; here are the 
warrants to show that it was paid." The warrants that he 
would have had would have accounted for practically all the 
income tax he had to pay. Three fifths at least of the British 
income tax is paid by persons other than the recipients of the 
income. It is paid for their account by corporations, and by 
interest on bonds, dividends on stock, salaries to employees ; 
by tenants who pay rent; by banks which act as fiscal agents; 
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and by the multifarious agencies which, in our complicated 
financial system, collect the incomes of persons and pay them 
over. And the persons themselves are interested in having their 
income tax paid, because they want the warrant to show that it 
is paid. A State cannot do that. 

If we tried in the State of New York to have an income tax, 
we could not have found out what Mr. Harriman's income was, 
or what the income of any rich man is who gets his income from 
dividends on stock and coupons on bonds. The thing would 
be impracticable. But the other system is, in large measure, 
practicable. They get three fifths of this tax in Great Britain 
from source. If they do that in Great Britain, we could get 
four fifths from the same system, because our people draw nearly 
all their income from the United States, whereas the chief diffi- 
culty in the British system, aside from business incomes, is to 
collect on the income that comes from foreign countries. The 
income that comes to Americans from foreign countries is negli- 
gible. 

Professor Bullock : Perhaps the fact is that in the matter of 
providing substitutes for the personal property tax and straight- 
ening out generally our systems of state taxation, we shall find 
that we are confronted with a variety of local issues. 

In the State of New York and in the State of New Jersey, I 
do not question but that Messrs. Purdy and Pleydell are right — 
that an income tax could not be administered in those States 
with even a tolerable approach to success. Now, upon the other 
hand, if we could get a reasonable income tax law enacted in 
my own State of Massachusetts, — not of the sort, necessarily, 
described by Professor Adams, but a uniform income tax at the 
rate of 4 or 5 per cent on all incomes other than those derived 
from lands, — I believe that we could enforce it just as well as 
we could enforce such a tax on personal property as is adminis- 
tered successfully in Geneva and Basel. That is, our people, 
or the greater part of them, would accept that, as they would 
have accepted the three-mill tax proposed by the Massachusetts 
Commission of 1907, if it had been constitutional. Our people 
have been accustomed for a long time to pay a substantial 
amount on their personal property ; not what the law says they 
should pay, but a very much larger amount than the people of 
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probably any other State in the Union have ever paid. I think 
there is no question but that in Massachusetts a uniform in- 
come tax, at the rate of 4 or 5 per cent, could be administered 
with reasonable success. So, too, in the State of Wisconsin, 
and very likely in other States away from the Atlantic seaboard, 
where conditions are different from what they are in the States 
of New York and New Jersey. Under present conditions in the 
State of Massachusetts, if we were to have next year another tax 
commission, an income tax would be well worth looking into. 

Now, in regard to the comparison of the income tax with 
the classified property tax. I have never maintained that the 
classified property tax was anything else than a practicable 
solution in many States where nothing else was practicable. It 
is not easy in most States to put through such a thorough meas- 
ure of tax reform as Professor Adams suggested. In my own 
State we have got to go at it a bit at a time. Very likely in 
most States it would be difficult to secure the adoption of a 
radical measure contemplating such a general shaking up of the 
whole system of taxation as Professor Adams proposed. If the 
people in Wisconsin are ready for such a radical shaking up of 
their whole system, they are more fortunate than the people of 
most other States, who, I am convinced, would not want such a 
radical shaking up of their whole system from top to bottom at 
a single time. In most States I believe we have got to accom- 
plish our reforms piecemeal. We have got to decide what direc- 
tion we wish to move in, and move in that direction as fast as 
possible, but still piecemeal. Otherwise we shall encounter the 
objection : "What guarantee have we that we are going to get 
the necessary revenue?" That is the first thing that your 
practical administrator asks; that is the first thing that your 
legislators will ask. 

Then as to what may be expected from the income tax. I am 
certain that if we entered upon the task of taxing incomes, with 
such expectations as Professor Davenport apparently enter- 
tains, we should be grievously disappointed. In the Swiss 
cantons the income tax is usually a supplementary tax on such 
incomes as he has described, incomes other than those derived 
from property. Now, the amount derived from incomes other 
than those derived from property is bound to be a modest sum. 
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In the cantons where the income tax is a tax on personal 
incomes, on wages and salaries, it produces from one fifth to 
one third of the amount of the property tax ; and we, in the 
United States, for a great many years probably would not do 
as well. 

In regard to agricultural incomes, the income tax in Switzer- 
land breaks down almost altogether. The farmers think they 
have not any income except the money they save and put into 
the bank. In the agricultural districts the income tax yields 
little or nothing. It is a tax that falls upon the industrial centers 
and cities very largely. 

We have further to take into account what the laws would 
probably be. The income tax laws, as enacted now in all coun- 
tries, make very large exemptions. The purpose of the exemp- 
tions is to secure the adoption of the law by getting things in such 
shape that the average voter will feel that he has not got to pay 
the tax, that it will fall upon somebody else. That is the history 
of income tax legislation in many countries for the last generation. 
It has been a remodeling of tax laws in such a way as to take the 
burden of direct taxation off the shoulders of the average voter, 
and put it on a few people who cast a very few of the votes, and 
that is true whether you have direct lawmaking, as in Switzer- 
land, or your laws made by representatives, as in most other 
countries. That is the tendency of democratic thought and 
feeling — feeling; it is not a matter of thought at all — in 
regard to income tax legislation at the present time. You would 
have very large exemptions for these classes of income, and by 
the time the exemptions were made, you would get a very modest 
result, as they do in Switzerland. 

I agree with Professor Adams that the experience of the 
American States is not conclusive in regard to the failure of 
income taxation. Such taxes have been tried in the past under 
conditions that made successful operation absolutely out of the 
question. They have been dead letters because the conditions 
were such as to make no other result possible. If we are going to 
improve assessment methods and improve tax systems generally, 
it may very well be that States like Massachusetts, and possibly 
Wisconsin, will find that they can make something out of the 
income tax. But whatever we propose in the particular States 
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where we are operating, I feel more and more should be such a 
measure as will have some chance of adoption. In 1907 the 
Massachusetts Tax Commission would have been very foolish 
if it had even suggested such a thing as an income tax ; and that 
perhaps would be the case to-day, although possibly it is differ- 
ent. In Wisconsin the income tax may be the easiest thing and 
the natural thing ; and in New York or New Jersey the income 
tax may be a perfectly impossible proposition. 

Mr. Purdt: Professor Bullock, other things being equal, 
do you not think that a state income tax would be successfully 
administered in proportion to the extent to which the income of 
its people was derived exclusively from the confines of their 
own State? 

Professor Bullock : Undoubtedly such a condition as that 
would be favorable to its enforcement, but when I speak of 
Massachusetts I have definitely in mind a condition where a 
very large proportion of the income comes from investments all 
over the world. 

Mr. Purdt : I appreciate your reasons, and to a large extent 
I agree with you. Now, second, is it not a fact that those 
States in which the income of their people is derived to the 
greatest extent from the confines of their own State are agri- 
cultural ? 

Professor Bullock : Very likely. Nevertheless, there are 
States where investments are largely home investments, and 
there are many industries besides agriculture. In agricultural 
States I should not expect the income tax to amount to anything, 
and I should not expect a national income tax, as the law would 
be drawn, to amount to anything in the agricultural States. I 
suppose a federal income tax would exempt incomes up to four 
or five thousand dollars, and would exempt all that the family 
consumed on the farm, and would not call the farmer's house 
rent a part of his income; and therefore the agricultural 
State would pay substantially nothing. 

The difficulty of applying the income tax to agriculture is a 
very real difficulty, of course, and I have not said that any very 
large proportion of our States would be likely to make a brilliant 
success out of the income tax. I think Massachusetts would 
do reasonably well if we could get the law. If Wisconsin or some 
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other States could get such a law, I do not know why they should 
not do reasonably well. 

Mb. Glenway Maxon (Milwaukee) : I would like to ask if 
Massachusetts has not had for a great many years an income 
tax in some form or other ? 

Professor Bullock : We have a tax on incomes in excess 
of $2000 not derived from property subject to taxation, and the 
average taxpayer does not know anything of its existence. 

Mr. Haugen : How is that tax in Massachusetts adminis- 
tered? 

Professor Bullock : Income goes in with taxable property, 
at the local rate. 

Mr. Haugen : Assessed by the local assessor ? 

Professor Bullock: Yes, as an adjunct to the property tax. 
In theory it is a tax on income not reached by the property tax, 
but in practice it has not amounted to anything, substantially. 

Mr. Maxon: If I recall rightly, your Tax Commission some 
seven or eight years ago recommended the abolishment of the 
income tax, did it not, on the ground that it was impracticable ? 

Professor Bullock : It recommended the abolition of the 
personal property and income tax. 

Mr. Maxon : And there has been, from colonial days down, 
some form of income tax? 

Professor Bullock : In Massachusetts, yes, from colonial 
times. All the members of that Commission who made that 
recommendation have since joined in indorsing the recommen- 
dation of the Tax Commission of 1907, that we try a three-mill 
tax. 

Mr. Plbtdell : Mr. Bullock, waiving, for the moment, the 
practical question of administration, and supposing every State 
could administer an income tax — 

Professor Bullock : Well, every State cannot. 

Mr. Pletdell: Waiving it for argument, because this is 
fundamental. If every State could administer the income tax, 
necessarily it could only administer the tax against its own 
citizens; it could not reach out to the property of non-residents. 
Do you think that the theoretical basis which is advanced by 
the advocates of an income tax is satisfied by allowing the States 
like New York and Massachusetts, whose residents are drawing 
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incomes from the people of the whole United States, to retain 
all of that money ? To pass to the lowest analysis, would the 
theory be satisfied if Orange County in New York, where Mr. 
Harriman made his summer home and claimed legal residence, 
should get the income tax upon the Union Pacific Railroad shares 
which Mr. Harriman owned, and the tax on his other railroad 
investments throughout all of this country, west of the Ohio 
River, practically? That is the crux of the question between 
federal and state income taxation. 

Professor Bullock : I should answer the question by per- 
haps evading it. I have not proposed or contemplated in any- 
thing that I have said that the States where tangible property or 
business is located should cease taxing it. Such an income tax 
as Massachusetts should levy, or New York levy, upon foreign 
investments would be in the nature of a second tax, and the 
States where the railroads are located would presumably go on 
levying present taxes. My proposition for such a tax, of course, 
would be objected to by many people on the ground that Massa- 
chusetts has no right to lay any kind of a second tax. It would 
be called a double tax. That question I treated very briefly in 
the paper I read before this Association two years ago. 

Abstractly, the ideal thing to do would be to have one tax, 
and then have the proceeds divided between the community 
where Mr. Harriman's railroads are located and the community 
where he lives, most of the tax going to the community 
where the property is to be protected, and some proportion, a 
small proportion, going to the community where the gentleman 
lives and enjoys the protection of government. That would be 
the ideal solution, but it is not practical. We have got to have 
some kind of a compromise. Therefore I justify the three-mill 
tax, and I would justify now a light income tax on the man where 
he lives, the property from which the income is derived remaining 
taxable elsewhere. That is not an ideal situation, to be sure, 
but under a federal system of government it seems almost 
inevitable. It is what exists under every other system of gov- 
ernment, among the German states and in the Swiss cantons. 

Professor Adams : I want it to be understood by the persons 
here from other States that the people of Wisconsin have ratified 
an amendment to the constitution of the State making possible 
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the introduction of a progressive income tax. This indicates 
the attitude of the people of Wisconsin towards the income 
tax. 

There is another point which apparently is taken for granted 
by Mr. Pleydell, Mr. Purdy, and others, and concerning which I 
want to express most emphatic dissent. That is the proposition 
that a reasonable income tax would create the slightest reason 
for the movement of either capital or residence from one place 
to another place. If we introduce an income tax which will 
take the place of an equivalent amount of personal property 
taxation, and if, by so doing, we enable people to be honest when 
they have in the past been dishonest, why in the world would 
anybody but a New Yorker want to move out ? 

Mb. Purdy : What rate would you have, Mr. Adams ? 

Professor Adams : I would have a rate so low that everybody 
would concede its utter fairness. If I could have quoted the 
statistics contained in the original paper, I think you would 
agree with me that with a rate on incomes equivalent to the 
rate now levied on property in the average Wisconsin city, we 
could get far more revenue than is now secured on those portions 
of the personal property tax which I propose to abandon. 

Mr. Purdy : I did not say Wisconsin. 

Professor Adams : I know. But I want to draw a striking 
contrast between the Utopian conditions in this State and those 
existing in the State of New York. Upon that point I wish 
to make another statement. Mr. Purdy has laid down the 
proposition, in his usual convincing way, that no income tax 
has any hope of success that does not stand or fall with collec- 
tion at the source. Because the English income tax gets 65 
per cent or 75 per cent of its proceeds by collection at the source, 
therefore, he argues, there is no chance of success for any in- 
come tax that does not use that device. Now, it is perfectly 
obvious that an income tax which does make wise and successful 
use of collection at the source is doubly blessed on that account. 
But apparently the people who use this argument have no 
appreciation of the fact that in a large majority of the success- 
ful income taxes, little use is made of collection at the source. 
The English income tax depends upon it, but the countries using 
the income tax so successfully on the continent, with the excep- 
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tion of Spain and Italy, do not use collection at the source to any 
extent. 

The basis of my proposal is the belief that an income tax at a 
reasonable rate, levied for local purposes only, supplemented and 
buttressed by the use of external indicia, would permit assessors 
and taxpayers to indulge in the comfortable sensation of being 
honest on taxpaying day ; and I believe that the scheme will 
work with a class of citizens made up, I am thankful to say, of a 
goodly proportion of Norwegians, Germans, and other people 
of continental European extraction, who are used to obeying 
tax laws. 

Mb. Frank B. Jess (New Jersey) : As a delegate from New 
Jersey, I feel it rather incumbent upon me, after the remarks 
of Professor Adams, to correct what might be a misapprehen- 
sion. All of the people who move out of New York do not leave 
New York to escape taxation, but in order to enjoy the superior 
delights and advantages of residence in New Jersey. 

Mb. W. S. Glass (Kansas) : In all things you have to con- 
sider the natural law. I have heard gentlemen argue to-night 
with reference to systems, without considering the rational or 
natural law that governs. Our State contains largely the physi- 
cal properties that possess the earning capacity that produced 
the income that Mr. Harriman's stock represented. In that 
State there are three or four lines of the Union Pacific Railroad 
that run through counties, through townships, and through school 
districts. Perhaps there have been state or county grants, or 
county bonuses, for the building of those roads, perhaps entire 
counties are taxed to pay the interest and principal of debts 
incurred in the building of those roads, perhaps all the industries 
of a county are tributary to one of those lines. Now, a school 
district through which that road runs gets all the tax that is 
yielded for school purposes from a levy placed upon an assess- 
ment of its physical values. Another school district lying adja- 
cent to it may have contributed to the development of that line 
of railway just as much as the school district through which it 
runs, and yet for school purposes the tax is all absorbed by the 
district through which the line runs. Now, naturally, as a fun- 
damental proposition, that tax ought to be divided, for school 
purposes, between all the territory which contributed to the 
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building or which helps to produce the value of the road. It 
seems to me that that is fundamental, it is natural. 

Now, in line with that suggestion, the place from whence 
values emanate, or the entire community that yields a railroad 
its income, ought to have the benefit of the income tax which 
arises therefrom. The corporation stock of the Union Pacific 
Railway Company that Mr. Harriman owned and held in New 
York does not receive one particle of value from anything that 
there is in the State of New York. The income tax, then, should 
go back to the people that produced the wealth, or sustain that 
property. But as in the illustration used, the local districts 
now get the tax on the physical values which are created and 
brought into being by other than local forces ; so as a matter of 
fact, under an income tax levied by the State, values would be 
appropriated locally which should go to the people of the entire 
United States. 

It would not be fair for a tax on an income such as that of 
Mr. Morgan or Mr. Rockefeller to go entirely to the taxing 
district in which the owner lives, or to the State in which the 
owner lives. It belongs to the nation, or, if this be not true, to 
the State and section which created the value represented by the 
stock which yields the income. Natural right is outraged less 
by allowing such an income tax to be distributed for the benefit 
of all than otherwise. 

Judge Oscar Leber (Maryland) : It seems to me that 
Professor Adams has minimized the results in those States and 
localities where they have tried a classified property tax. I 
happen to know something about the operation of that system. 
I do not pretend to say that under it all property is reached. I 
think it is fair to say, though, that no more escapes under it 
than would escape under an income tax. 

I think also it is fair to say that under the operation of the 
"three-mill" (30 cents per $100) tax in our own city the property 
assessed under that law has increased from six millions to one 
hundred and sixty millions. I have taken part in about one 
hundred millions of that increase, and I think I can broadly 
make the statement that whatever escape or omission there is of 
taxable property is due rather to defects in the system of ad- 
ministration. I do not mean by that to indict myself, but I 
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mean to refer to defects in the administrative scheme provided 
by law. 

We do not have in our State an annual assessment nor annual 
returns of property, but we have a continuing assessment — 
assessments once made remaining on the books from year to 
year, subject to review in any year at the instance of either 
party. Systematic reassessments in the city of Baltimore 
have been at intervals of from five to eight years. If there were 
in our State a more perfect system of administering that law, a 
system, for instance, such as that proposed in Massachusetts 
by the commission of which Professor Bullock was a member, I 
am certain that the amount of property which would escape 
taxation would be negligible, and would be no more than the 
amount that would escape under any system for the direct 
taxation of personal property that human beings have ever 
devised. 

Professor Adams : Professor Hollander, who wrote up the 
Baltimore experiment in the first volume of the reports of this 
Association, said, referring to these intangibles, that "probably 
not more than one half at the present time were declared for the 
purpose of taxation." I am delighted to know that it is more 
than that, for the success of my particular scheme is altogether 
dependent upon the spirit which has made the experiment in 
Baltimore a great success. That is to say, I want to call out, 
with efficient administration and very low rates, a response 
similar to the magnificent response you have met in Baltimore. 
That is the whole underlying spirit of my own paper. 

Judge Leser: It ought to be said also that the intangible 
property which is included under that law represents, roughly 
speaking, only the productive shares of foreign corporations and 
the productive bonds of foreign and domestic corporations. 
Practically, that is the bulk of the property reached by our 
security tax law. The mistake is often made of assuming that 
the amount represented in the assessment under that act includes 
all intangible property. It does not include ground rents, 
mortgages, mercantile credits, book accounts, or non-interest 
bearing bank deposits ; it does not include government bonds, 
state bonds, and other forms of exempt property. Shares of 
national banks and of Maryland corporations are taxed in a 
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different way, and also do not come under the 30-cent-security 
tax act. The same thing is true of savings deposits. 

When you figure up the various things it does not include, you 
will find there is perhaps a half billion of intangible property 
that legally does not belong on that roll. Many jump to a 
wrong conclusion, because they make a comparison between the 
amount we tax under that law and the amount of intangible 
property generally. I had that point to contend with in Massa- 
chusetts before the Joint Legislative Committee, and again before 
the Special Tax Commission, and endeavored there to draw the 
distinction and to show that if, in Massachusetts, they should tax 
all the intangible property at the three-mill rate (30 cents per 
$100), they would derive a much greater revenue than they now 
get at the full local rate. 

Professor Bullock : While we are rectifying all errors, I 
wish to say to Professor Adams that I was both shocked and 
grieved to hear in his paper the statement that the classified 
property tax, which I have advocated at other meetings of the 
Association, is put forward as an alternative to a decent admin- 
istration of the tax laws; and that in advocating the plan 
the advocates of the classified property tax suppose that it 
would work without vast improvements in administration. 
So far is that from being the case that in the three-mill tax 
law that I drew in 1907 there were made radical changes in 
the methods of administering the tax; I did not want to see 
the three-mill tax tried, I do not care to see any State 
embark on the system of a classified property tax without such 
improvements. I indorse all he says about the need of im- 
proving methods of administration, but the classified property 
tax, no less than his income tax, presupposes a general and radical 
improvement in methods of administration. 

Mr. Allen R. Foote (Ohio) : We are very grateful to the 
people of Wisconsin for having invited us to this "Bright 
Spot," Milwaukee, for this Conference. We ought to be very 
grateful to the people of Wisconsin to find that they are inspired 
to undertake to enact an effective state income tax law. We 
ought to do all we can to aid them in making that a success. If 
they do, not only Milwaukee, but the whole State of Wisconsin, 
will be a "Bright Spot/' and they will have plenty of imitators 
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throughout the country. Personally, I do not think it is pos- 
sible for any one State, unassociated with the action in other 
States, to inaugurate and successfully administer an income tax. 
For that reason I think it will be a very great mistake for the 
people of this country to relinquish that tax to the federal gov- 
ernment without carrying with it a provision that a large por- 
tion, or at least a portion, of the tax collected by the federal 
government shall be returned to the States. If there is any 
hope of any State having a successful income tax, that fact 
simply strengthens the reason for withholding the power from 
the federal government to absorb to itself that source of revenue. 
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THE PROBLEM OF TAX REFORM IN IOWA 

By John E. Bbindlet 

Assistant Professor of Political Economy at the Iowa State College, 

Ames, Iowa 

One of the important problems now before this Association 
is the cause of the failure of the general property tax. It is 
both appropriate and necessary that the alleged failure of this 
tax should be examined historically and critically, because it has 
formed in the past, and in fact still forms, the very heart and 
framework of the revenue systems in all the States of the Union. 

I shall therefore deal with the problem of tax reform in Iowa 
primarily from the standpoint of general property taxation for 
the purpose of determining, first, the basis of that failure which 
all authorities are more than willing to concede ; second, what 
remedies, if any, may successfully be applied ; and finally, the 
place which this tax may reasonably be expected to hold in a 
reconstructed and scientific revenue system. 1 

As a condition of sane thinking along this line it is impera- 
tive first of all to distinguish clearly between mere forms of ad- 
ministration and underlying principles of contribution. The 
general property tax, as ordinarily understood, means two 
very distinct things: first, local assessment plus ex officio 
and therefore perfunctory equalization, or, in other words, fiscal 
decentralization ; and second, the ad valorem principle of assess- 
ment. Any criticism of general property taxation which fails 
to differentiate between economic theory and practical admin- 
istration is almost certain to be superficial and unscientific. 
Much of the literature written against the general property tax, 

1 In doing this I shall merely state certain conclusions reached in my "His- 
tory of Taxation in Iowa, " recently completed, and now being edited and pub- 
lished by The State Historical Society of Iowa. 
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even in recent years, has consisted of indiscriminate generalities 
rather than clear specific statements. It is therefore desirable 
that the whole problem be considered carefully in order to as- 
certain to what extent this tax is a fiscal anachronism, and to 
what extent it is composed of elements which have stood the 
test of time and are likely to endure as important factors in 
the field of state and local taxation. 



Judged by the standards of administration, the general prop- 
erty tax of Iowa has been a failure for at least half a century. 
The administrative breakdown was apparent, even at the open- 
ing of the Civil War. 

At the opening of the territorial period, 183&-1839, a revenue 
act was passed providing for the election of a county assessor, 
the assessment roll, when completed, to be corrected by said 
official, assisted by the clerk of the Board of County Commis- 
sioners. In 1840 an amendatory act made provision for the 
appointment of deputy assessors. Three years later county 
assessment was abolished, and provision was made for the annual 
election of township assessors, the assessment roll to be examined 
and corrected by the Board of County Commissioners. 

The advocates of township government, however, were not 
yet strong enough to make their favorite system permanent. 
County assessment was reintroduced in 1845 — the completed 
assessment roll still being examined and corrected by the Board 
of County Commissioners. As an index of the careless admin- 
stration at that time, the sheriff was made ex officio assessor 
in 1847, and by the Code of 1851 the correction of the assessment 
roll was placed in the hands of a county board composed of the 
county judge, clerk, and treasurer. Finally, a state board of 
equalization was created by giving to the Census Board the im- 
portant right to level up or level down "any of the assessments" 
in the various counties on condition that they preserved un- 
changed, as far as practicable, "what would have been the aggre- 
gate amount of valuation had no such equalization been made." 
It is not necessary to interpret the exact meaning of this nebulous 
provision, which from the first was a mere statutory form. 
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In a very real sense the Code of 1851 was thus an important 
turning point in the revenue history of Iowa. With county 
levy, assessment, and collection, — the latter being made by 
the county treasurer or his deputy, — with the correction of the 
assessment roll in the hands of a special county board, and 
finally, with the important right to change any assessment vested 
in the State Board of Equalization, the law at that time certainly 
gave some promise of an efficient revenue system. But the 
strength of the Code of 1851 was more nominal than real. The 
delicately poised machinery of assessment and equalization 
soon proved to be in a position of unstable equilibrium, and 
during the two following decades the local units of government 
rapidly appropriated the substance of fiscal power, while the 
shadow of authority remained with the county or was trans- 
ferred to the State. The period from the Code of 1851 to the 
Code of 1873 was essentially one of fiscal decentralization. 
During that time a series of acts were passed which laid a sure 
foundation for the administrative failure of the general property 
tax. 

The township system of assessment was temporarily reintro- 
duced in 1853 by a law, extreme in character, which provided 
for annually elected township assessors, and further stipulated 
that such assessors should meet at the office of the county judge 
to classify the several descriptions of property and act as a 
county board of equalization. In a word, the whole work of 
assessment and equalization, save for the nomina} functions of 
the Census Board, was in the hands of township officials. The 
county board of equalization was in reality a township body, 
not a distinct and separate county body, the local assessors 
being given the right to equalize the results of their own labors ; 
and thus for the first and last time in the revenue history of 
Iowa the county, judged from the standpoint of assessment and 
equalization, was practically blotted from the fiscal map. 

The pendulum of revenue administration swung in the oppo- 
site direction in 1857, when county assessment was once more 
established, the assessor to be elected biennially, and, when 
necessary, assisted by one or more deputies appointed by the 
county judge. It appears from a study of the act that the 
county board, composed of the county judge, clerk, surveyor, 
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assessor, and sheriff, nominally, at least, did possess some real 
power of equalization as between individuals. In practice, 
however, such power could not be exercised by an ex officio body ; 
and so, while nominally real, was in reality nominal. 

One year later the township system of assessment was per- 
manently introduced, which makes the law of 1858 a landmark 
in our revenue history. At this time the Census Board might 
increase or decrease the aggregate valuation of counties, or even 
of townships, when the demands of justice so required, and the 
county board of equalization might also increase or decrease 
the aggregate valuation of a township, and upon appeal might 
even correct the assessment of individuals. One or two addi- 
tional steps were thus still required to complete the program 
of administrative decentralization. 

Nor was it necessary to wait long for this development. 
While forms of property were daily multiplying and becoming 
more complex, and corporations with resulting intangible values 
were growing with great rapidity, — the beginning, in a word, 
of present-day industrial concentration, — our legislators, 
guided by prejudice rather than reason, were slowly but surely 
perfecting a plan of decentralization which was destined in 
Iowa, as in the majority of States, to perpetuate a meaningless 
sham, a gross injustice, and a disgrace to democratic institu- 
tions. If this judgment should be regarded as extreme, your 
attention is respectfully invited to those chapters of my book 
which deal with the statistical study and administrative failure 
of the general property tax. 

The minor changes yet required to complete the inefficiency 
of the revenue system, thus making it more and more an anach- 
ronism, were promptly made. In 1862 separate assessors 
in all the cities and incorporated towns of the State were added 
to the one already elected in each civil township. In 1868 
optional township collection was provided under certain con- 
ditions, but the system did not prove practicable or desirable. 
Finally, in 1870, the county board of supervisors was changed 
from a mere organization of township representatives, annually 
elected, to a distinct county board of three members, chosen 
alternately for terms of three years, but at the same time it 
was deprived of all power to correct and equalize individual 
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assessments, a right which was granted to the newly created 
township or local board of equalization. 

Thus, when the Code of 1873 was adopted, the machinery 
of assessment and equalization in Iowa was essentially the 
same as it is at the present time. In 1872, just prior to the enact- 
ment of the Code, the obvious shortcomings of local assessment 
caused prominent railroad men to demand and secure the state 
assessment of railway corporations, a privilege which has since 
been granted to express, telegraph, and telephone companies. 
This work is now performed by the State Executive Council, 
an ex officio body, also acting as a state board of equalization, 
which, from the very nature of things, can perform these duties 
in only a perfunctory manner, not being able to give the weighty 
problems of assessment and equalization that careful and pains- 
taking study which the public ought to demand and which can 
be given only by a permanent, nonpartisan tax commission. 

In concluding this brief historical analysis of the problem of 
fiscal administration, it may well be asked, should we be sur- 
prised that only half of the tangible property and scarcely more 
than one tenth of the personal property is now on the assess- 
ment roll ? With a system of administration so out of harmony 
with the economic conditions now prevailing in Iowa, such a 
result was both logical and inevitable. It ought to have been 
anticipated by every thinking man. When the history of the 
great central question of assessment, including equalization as 
between individuals — the only equalization which means any- 
thing even on paper — is calmly reviewed, it is found to be 
characterized by hopeless decentralization on the one hand, 
and the nominal labor of ex officio boards on the other. The 
fact that the general property tax has long been an administra- 
tive failure and is rapidly becoming more so with the increasing 
complexity of our industrial life may be attributed to the follow- 
ing causes : first, assessment by town, township, or city asses- 
sors ; second, mere nominal equalization by ex officio boards ; 
and third, more than two generations of constant effort to create 
a revenue system by the mere enactment of laws without the 
necessary help of efficient administration. 
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Turning from political science to the field of economic theory, 
the question next to be examined is that of the underlying 
principles of general property taxation viewed from an historical 
standpoint. Can the failure of the general property tax be 
explained entirely by a study of administration, or is the break- 
down of that tax so complete in Iowa, as in other States, when 
applied to certain classes of personal property, as to suggest 
the necessity of additional reforms ? What lesson has the his- 
tory of the Iowa revenue system to teach with reference to the 
fundamental principles of this tax? 

The first revenue act passed by the Legislative Assembly 
of the Territory of Iowa, 1839, merely provided for the levy of a 
tax on real and personal property, the term "real estate " being 
so defined as to include improvements on land. One year later 
an act was passed providing for the assessment of real estate 
"at the actual value," and in 1841 the revenue law provided 
that assessment be made upon the "value" of land per acre, 
the "value" of town lots, and of all other property subject to 
a tax for county purposes. Finally, in 1844, the term "true 
value" was applied to money at interest and corporation stock, 
and two years later the revenue act provided for the assessment 
of real and personal property on the basis of "cash value." It 
thus appears that during the territorial period the "value," 
"true value," or "cash value" of real and personal property 
was considered a just and equitable basis of taxation, and, more- 
over, a rough method of estimating said value was outlined 
in the statutes. 

In the Code of 1851 we find a more comprehensive statement 
of the underlying principles of the general property tax. These 
provisions are worthy of careful study because the last sixty 
years has added but few nominal, and no real, changes to the 
theory of this tax. The principles outlined in the first Code 
adopted after Iowa became a State are as follows : assessment 
of real property at its "true value in money at a private sale" ; 
depreciated bank notes and depreciated corporation stocks or 
shares at their "current value and rate"; credits at what the 
person listing "believes can be collected"; annuities at their 
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"worth in money" ; and finally, the stock of goods of a mer- 
chant or manufacturer "at the average value of such property 
in their possession during the year previous to the listing." 
It may be truthfully alleged that the ad valorem system of taxa- 
tion thus outlined, both intensively and extensively considered, 
has a firmer hold upon the people of Iowa to-day than it did 
half a century ago, and this, too, in the face of the complete 
administrative breakdown already noted, a fact which is apparent 
from a brief consideration of the Code of 1897. 

When the General Assembly came to the parting of the ways 
in 1897, the tangible property of the State being assessed at 
less than one fourth of its actual value, the representatives of 
the people with one accord declined to repudiate one iota of the 
theory of ad valorem taxation. At that time two courses of 
action were open to the lawmakers : first, the problem of low 
and unequal assessments might be met honestly and squarely 
by the creation of adequate machinery of administration under 
the supervision of a permanent tax commission ; or second, it 
might be ignored, possibly buried beneath an additional mass 
of meaningless legislation. The latter course proved to be 
the line of least resistance, the traditional path of the "practical 
legislator." Rather than meet the stern and difficult tasks 
of fiscal administration, the lawmakers of Iowa evaded the real 
issue by the enactment of what may justly be called a pure 
statutory subterfuge. On the one hand, the Code of 1897 repre- 
sents a strict adherence to the theory of ad valorem taxation; 
but on the other, the General Assembly, by requiring assess- 
ment to be made at only one fourth of the actual value, incor- 
porated in the statutes the administrative failure of the general 
property tax. Heretofore this failure had been generally be- 
lieved; now it was made a part of the Code, and as such pub- 
lished to the world ! 

In order to understand fully the preference of the people of 
Iowa for the ad valorem system, it is necessary, however, to sur- 
vey the rapid extension of this principle to the taxation of cer- 
tain corporations. While Iowa has not had a general corpora- 
tion tax, special provisions of the Code do apply to various 
classes of corporations. 

As to banks, it is true that the blanket provision requiring 
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the assessment of real and personal property did not long apply 
to this class of institutions. New methods of determining 
value largely on the basis of capital stock were soon evolved. 
At the present time chartered banks are taxed on their capital 
stock, surplus, and undivided profits. The relative success of 
this system is the result of two obvious causes : first, the tax 
is collected at the bank through what amounts to the stoppage 
at source principle; and second, a fixed and somewhat arbi- 
trary plan of estimating value has been devised, a plan whereby 
assessment or valuation is virtually removed from the whims 
of the local officials whose duty it is nominally to administer 
the law. The taxation of personal property in Iowa has at- 
tained the maximum of success when applied to banks, simply 
because the minimum of administration is required. For the 
same reason the business or rental taxes of Canada are superior 
to the old personal property tax which they have displaced. 
So far as the taxation of banks in Iowa is concerned, there has 
been no essential change either in the forms of administration 
or the basic theory of contribution. 

Turning to railroads, the most important of all the so-called 
public service corporations, the general property tax prevailed 
up to 1862. At that time the gross receipts system was intro- 
duced as a war measure, one half of the proceeds going to the 
counties and the other half to the State. As a compromise 
with the strong demand for local taxation on an ad valorem 
basis, a law was passed in 1870 providing that four fifths of the 
proceeds should be paid to the counties. Two years later the 
ad valorem system with state assessment was adopted, the value 
of each railroad to be distributed on a mileage basis and taxed 
in the same manner as the property of individuals. Various 
elements of value, not including stocks and bonds, are con- 
sidered by the executive council in the assessment of railway 
corporations. 

Finally, telegraph, telephone, and express companies, save 
for one or two short intervals of time, have been assessed and 
taxed according to the ad valorem system. From 1868 to 1870 
the assessment of telegraph and express companies was arbi- 
trarily fixed at 40 per cent of their gross receipts, said amount 
being considered as personal property for purposes of taxation. 
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Again, from 1896 to 1900, express companies were taxed on their 
gross receipts. At the present time, however, railroads, tele- 
phone, telegraph, express companies, and all similar public 
service corporations, are taxed according to the ad valorem 
principle on the same basis as the property of individuals. 

It thus appears that more than seventy years of fiscal evolu- 
tion has produced an instructive contrast in Iowa: the ac- 
knowledged breakdown of administration, coupled with the 
almost universal application of the theory of general property 
taxation. Even to-day, with property assessed at about one 
eighth of its actual value, the people believe in the ad valorem 
principle more than they ever have before in the history of Iowa. 
Manifestly, a recognition of this fact is fundamental if we desire 
to formulate a well-balanced program of scientific tax reform. 

Ill 

Before suggesting desirable reforms, however, it is necessary 
to note carefully one of the most vital problems in the history 
of the Iowa revenue system, viz. the proper distribution of 
taxes received from state-wide public service corporations. 
An historical and statistical review of this problem sheds a 
flood of light on the obvious and, it would seem, inherent fal- 
lacies of the so-called principle of the separation of revenue 
sources. From 1855 to the present time the subject of railway 
tax distribution has been almost constantly before the people. 

Prior to 1862 at least two acts were passed regulating the 
distribution of railroad taxes as between counties. As already 
stated, the gross receipts law of 1862 provided that one half 
the proceeds should go to the counties and the other half to the 
State; but when the extraordinary demands of war were over, 
the preference of the people for local taxation resulted in the 
amendatory act of 1870, whereby only one fifth was retained 
by the State, the remaining four fifths being distributed among 
the counties. 

When the demand for the ad valorem system finally prevailed 
in 1872, the real bone of contention was again the question 
of railway tax distribution, and no one understood this fact 
better than Judge Hubbard of Cedar Rapids, attorney for the 
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Northwestern Railroad. At that time the cities made the 
serious mistake of demanding both local assessment and local 
taxation. The country districts, on the other hand, were satis- 
fied with local taxation, while the railroads were more than 
justified in refusing to tolerate local assessment. Thus an ideal 
field for compromise was open to the railroads. 

Mr. Hubbard promptly came forward with the proposal that 
the State Board of Equalization assess each railroad as a unit, 
and distribute the valuation of the same among the various 
taxing districts on the basis of their mileage of main track. Of 
course he explained to the rural members that in this way the 
value of expensive terminals would be spread along the whole 
line and thus benefit the country. It is superfluous to state that 
this interesting trade between the farmers and the railroads 
passed the bill by a large majority, only the city members voting 
in the negative. An appropriate celebration followed at one 
of the leading Des Moines hotels, and the same law, with the 
addition of some harmless printers' ink, still adorns the statute 
books of Iowa. An effort to pass a terminal tax law in 1909, 
as one might expect, was hopelessly defeated by railroad attor- 
neys and tax commissioners, who made an able and effective 
plea in behalf of the rural districts. 

The present railroad tax law of Iowa has thus accomplished 
three distinct things : first, the railroads escape the high munici- 
pal rates on their terminals, the value of the same being dis- 
tributed through the rural districts, where the levy is $2.50 or 
$3 rather than $8 or $9 per $100 ; the cities are deprived of the 
right to tax millions of dollars' worth of property having a defi- 
nite local situs, and which should for that reason be required to 
bear its share of the local burdens, it being estimated, for exam- 
ple, that the city of Council Bluffs in this way suffers an annual 
loss of $50,000 ; and, finally, what the cities lose and the railroads 
gain does not benefit all the rural districts, as Judge Hubbard 
would have us believe, but only a minority of them. How the 
law operates in Iowa is well illustrated by the city of Oelwein, 
which, in 1906, with its extensive terminal facilities, had a rail- 
road assessed valuation of only $31,297, while the surrounding 
township of Jefferson, with no municipal burdens to bear, had an 
assessed valuation of railroad property amounting to the large 
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sum of $95,182. Practically every county of Iowa has from 
one to three townships enjoying special privileges similar to 
the township of Jefferson. 

To say the least, the present situation is unique. Judged 
from the standpoint of the county levy, some of the counties of 
Iowa are receiving only one half or one third the amount of 
railroad taxes paid to other counties with the same wealth and 
population. When it comes to townships and similar local 
levies, the conditions are simply appalling ! One fourth of the 
rural districts are now receiving the bulk of railroad taxes, while 
another fourth, having no railroads passing through them, re- 
ceive nothing. It has been frequently affirmed that a house 
divided against itself cannot stand. The rural districts of Iowa, 
from the standpoint of railway tax distribution, form such a 
divided house. The majority of voters in the country have 
everything to gain and nothing to lose by the enactment of a 
law providing that all taxes on the non-local property of rail- 
roads be paid into the state treasury, while the cities have a 
right to demand the privilege of taxing railway terminals. 

Any member of the General Assembly of Iowa can study this 
important question at first hand by first examining a railroad 
map of the State in connection with the statement of the execu- 
tive council ; and, second, a railroad map of his own county in 
connection with the statement of the Board of Supervisors 
setting forth the assessment of railroad property. Where 
county financial reports are properly compiled, special tables 
will make this a simple problem, and any taxpayer can see 
where railroad taxes are going and who receives the benefit. 
What is true of railroads is also true of telephone, telegraph, 
and express companies and similar State-wide public service 
corporations. 

It is thus obvious that the revenue history of Iowa teaches 
three fundamental lessons which the real tax reformer should 
face with candor and, above all, a determined purpose: first, 
the administrative breakdown of the general property tax, the 
failure being so conspicuous in the case of certain forms of per- 
sonal property, even when administered by tax inquisitors, as 
to suggest the imperative necessity of the gradual evolution 
of desirable substitutes ; second, the almost universal applica- 
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tion of the ad valorem principle of assessment, the theory of 
property taxation being, as it were, plowed into the very con- 
sciousness of the people ; and, finally, the fact that no clear dis- 
tinction has ever been made between local and non-local business 
or local and non-local property for purposes of taxation. In 
the case of state-wide public service corporations, the attempt 
to localize, by the mere fiat of law, values which are non-local 
in character, makes it necessary for the majority of rural dis- 
tricts to pay indirectly the taxes of the favored minority; and, 
on the other hand, the distribution through the country, accord- 
ing to the unit rule, of values having a distinct local situs is 
a grave injustice to the cities. 

IV 

The problem of tax reform in Iowa, based as it must be upon 
the solid foundation of historical research, supplemented by 
the experience of other States, may now be briefly formulated. 
The administrative failure of our whole revenue system, through 
decentralization and the perfunctory labor of ex officio boards, 
suggests the absolute necessity, first of a temporary, and later 
a permanent tax commission, followed by a gradual centraliza- 
tion of the machinery of assessment, possibly an ultimate pro- 
vision for elective county assessors assisted by expert deputies. 
Until this initial step is taken, we are in a position to make no 
radical change in our tax laws. Such changes should come after, 
and not before, a permanent tax commission is created. Any 
legislative program which evades this issue will be the fiscal 
quackery of cheap politics rather than sound financial states- 
manship. 

With land worth $100 taxed at $10 or $12 per acre; with 
the assessed value of live stock gradually declining since 1875 ; 
with swine in one county listed at an average value of 50 cents 
per head, and in another at $4 ; with some good people alarmed 
at the dishonesty of a man who declines to pay an income tax 
of 50 or 60 per cent on his savings bank deposits; in other words, 
a rate of more than 2 per cent on a 4 per cent investment ; with 
the manager of a gas company declaring in one breath to the 
assessor that his property is worth $50,000, and in the next to 
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the city attorney that the same property should be valued at 
half a million dollars from the standpoint of regulation ; with 
a levy of $8 per $100 in many of the cities of Iowa, which, by 
removing the meaningless 25 per cent clause, could be reduced 
to $2 per $100, and, by following the splendid example of Kan- 
sas and West Virginia in the work of centralized assessment, 
could be further reduced to $1 per $100, and the same amount 
of revenue collected ; with a customary state levy of 35 cents, 
which, by removing the obnoxious 25 per cent clause, would be 
less than 10 cents per $100, and by efficient assessment could 
be further reduced to half 5 cents per $100, and an abundance 
of revenue provided for all legitimate demands ; finally, with 
one half of the tangible property of Iowa, perhaps $2,000,000,000, 
and from three fourths to nine tenths of the personal property, 
not contributing a single dollar to the burdens of state or local 
government, it would seem, to phrase it mildly, that the 
representatives of the people in the General Assembly should 
commence to decipher the handwriting on the wall, and pro- 
ceed to a gradual reconstruction of our system of financial 
administration as a sine qua nan of any real and permanent 
tax reform. 

In the second place, the very general application of the ad 
valorem principle of assessment ought to be maintained. Assess- 
ment, however, must necessarily be made at the full value of 
property. This system is sound from an historical, legal, and 
economic standpoint. Even in Minnesota, with a gross re- 
ceipts system so much praised by the Ontario and California 
commissioners, the Tax Commission was obliged to adopt the 
ad valorem plan of Wisconsin in order to ascertain whether the 
railroads were paying their just share of the public burdens. 
Moreover, it should not be forgotten that the time is rapidly 
approaching when, in dealing with public service corporations, 
the same elements of value must be considered both from the 
standpoint of uniform taxation and efficient regulation. Of 
all States perhaps Wisconsin, through its able and efficient tax 
and railroad commissions, has made the greatest progress in 
bridging the gap between uniform taxation and intelligent 
regulation. It is to be hoped that the day will soon come when 
no leading economist will so misread the signs of the times as 



TAXATION WORK IN KENTUCKY 

By Wm. A. Robinson. 

Member State Tax Revision Commission, Louisville, Ky. 

I. Introduction 

The people of Kentucky in 1891 adopted a new constitution, 
being the fourth since the admission into the Union, June 1, 
1792; the first was in 1792, and the following were in 1800, 
1850, 1891. 

The first three were framed upon broad lines, giving large 
freedom to legislative control. 

The last Constitutional Convention was composed of one 
hundred members; among them were many of the first citizens 
of the State. 

The framers of this constitution deemed it wise to restrict 
former authority, in particular as to special and local legisla- 
tion. 

This sentiment prevailed to such an extent as to lead to a 
very large curtailment of legislative authority. 

The constitution entered into such detail that it expanded 
until it covers printed space equal to about three times that of 
the Constitution of the United States, with the fifteen amend- 
ments included; the portion regulating revenue and taxation 
covering fourteen sections. 

This placed Kentucky inflexibly under the "general property 
tax," or the "uniform ad valorem system." 

To the minds of many of the most progressive citizens of 
the State it was extremely unwise to permanently embody in 
the constitution such unvarying and fixed methods of raising 
revenue. 

Some States have never had such restrictions and have been 
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most prosperous, and even at that time, twenty years ago, and 
before, some were adopting broader systems, and in the old and 
greater countries of Europe this system had been for years 
discredited and abandoned ; by Great Britain as long ago as 1798. 
Thirteen States now possess freedom from undue restraint. 

The results under this new, this radical change in Kentucky, 
soon made it apparent that the apprehension of those who 
deemed it unwise was well founded, and from the beginning we 
have had, as has been the experience of other States, continual 
amending of statutes, constant legal wrangling, contests in the 
courts, and reduced percentage of revenue from intangible 
property, with steady shifting of the burden upon real estate 
and tangible personal property, with large increase in both the 
tax rate and assessed values, working gross injustice to these 
classes and grave injury to the commonwealth. 

We are bound hand and foot beyond legislative or judicial 
relief to a system which restrains development, handicaps 
Kentucky in competing with other States, and gives her a far 
lower rank in population, in all industrial progress, in wealth 
and prosperity, than she is rightly entitled to by reason of her 
marvelous natural resources and her advantageous location. 
It is her greatest hindrance. 

No great industrial enterprise would, in this~period of pro- 
gress and farsighted effort, consider organization upon any such 
permanently restricted basis. It would be absurd, the height 
of folly. " The power to tax gives the power to destroy." 

An unwise system will eat like a canker into the vitals of the 
State, insidiously but surely. Therefore the power must be 
exercised with greatest discretion and wisdom always. 

The general property tax system has been condemned by 
courts, by state tax commissions, without exception, as far as I 
can discover, by tax experts and scholars, and by revenue 
officers generally. 

II. The Work in Kentucky 

The work in Kentucky has been carried on steadily and pa- 
triotically by a number of citizens of different sections of the 
State. 
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Through the influence and leadership of the Kentucky State 
Development Association, an amendment to Section 181 of the 
constitution was approved by the General Assembly of 1902, 
fully discussed, and submitted to the people in November of 
1903, and adopted by a majority of about 20,000, having re- 
ceived majority vote in about two thirds of the counties. 

This amendment, framed by some of our ablest lawyers, gave 
the General Assembly the right by general laws only to " author- 
ize cities or towns of any class, to provide for taxation for 
municipal purposes, on personal property, tangible and intan- 
gible, based on income licenses or franchises, in lieu of an ad 
valorem tax thereon," etc. It was announced in advance that 
this was intended to give this power to the General Assembly, 
anything else in the constitution to the contrary notwithstand- 
ing, and the term "in lieu of" was deemed clear and explicit. 

The General Assembly in March, 1904, passed the requisite 
enabling act for cities of the first class (no other applying). 
Governor Beckham promptly approved the act. 

In July, 1905, the City Council of Louisville (the only city of 
the first class) adopted a most carefully drawn ordinance, based 
mainly upon successful experience elsewhere, recommended by 
the Mayor, city attorney, and city assessor, and promptly 
approved by Mayor Grainger upon its passage. 

The ordinance was attacked in the courts, as is usual in any 
change. In October, 1905, the lower court sustained the ordi- 
nance, but in December, 1905, the Court of Appeals, while up- 
holding the legislative enabling act, declared the ordinance 
invalid, because, in the opinion of the court, it conflicted with 
Section 171 of the constitution. 

This view practically rendered valueless the amendment to 
Section 181. 

In January, 1906, the effort was earnestly made to meet the 
decision of our highest court by amending Section 171 so as to 
have it conform to the amended Section 181. 

The Senate promptly, with few dissenting votes, passed the 
act submitting such amendment to a vote of the people, but 
no action was taken by the House. 

In the next regular session, January, 1908, there was the same 
result, the Senate passing, the House not acting. 
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In December, 1908, Governor Willson appointed an investi- 
gating Tax Commission of seven, with Attorney-General Breath- 
itt as Chairman, and an Auxiliary Commission of nineteen, 
with Senator Combs (well known in Kentucky) as Chairman, 
to consider the whole subject of the system of Taxation and 
Revenue of the State. Both commissions were made up of 
men of both parties. 

These commissions, after twelve months' faithful research and 
consideration, made a very complete report to the Governor, 
and recommended an amendment to Section 171 of the consti- 
tution, and also the appointment of a permanent state tax 
commission, by act of the General Assembly. 

The Governor transmitted the report to the General Assembly 
of January, 1910, with a special message, indorsing the work and 
earnestly recommending the adoption of the suggestions, the 
text of the amendment proposed by the Commissions included. 

The Senate passed both measures ; the amendment by unani- 
mous vote of thirty senators present. 

The House defeated both ; the amendment by vote of 53 to 25 
(whole membership 100). 

The 1910 amendment was broader than the previous proposed 
amendments, being in line with similar action in other States, 
and would have given Kentucky opportunity to follow, or lead, 
in such modern methods as are being adopted by progressive 
States. 

This history is recited because the record of the experience 
may be helpful and point the way to those in other States seek- 
ing better things. 

III. Obstacles 

History in this important subject repeats itself. Obstacles 
in Kentucky are the same as experienced elsewhere and every- 
where. 

Adjustment to vastly changed conditions requires patient 
and steadfast effort. Opposition to change, any change, is the 
prime objection of indifference, the first obstacle. 

The large body of voters are non-property holders and are 
indifferent, not realizing that injury or hindrance to the whole 
body, the commonwealth, is directly hurtful to all the members, 
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and to none more than to those dependent upon employment, 
upon their own efforts, for a living or a start in life. 

The subject of taxation is a complex question. Few regard 
it of sufficient personal importance, measured by the size of 
their individual tax bill, to give it thought or investigation, 
especially in regard to comparing the systems of the many States 
and communities competing with their own. 

This class also loses the sense of the direct bearing that 
general prosperity has upon their individual welfare. 

The distinguished Professor Seligman of Columbia Univer- 
sity charges the retention of a system needing reform to "ig- 
norance or inertia," and the system he was condemning was this 
general property tax system, the system controlling Kentucky. 

Add to "ignorance and inertia," class prejudice, suspicion, 
unworthy suspicion of interested motives, local jealousy, party 
rancor, and partisan rivalry, — these all are obstacles to be 
overcome everywhere. 

IV. Conclusion 

The obstacles point out the serious warning against embody- 
ing in a constitution or municipal charter narrow limitations to 
legislative action. 

Changing conditions require changes in public policies. Slow, 
tedious processes are often disastrous. 

In Kentucky our constitution restricts the representatives 
of the people, so that no constitutional amendment can be acted 
upon except at a regular biennial session. An amendment must 
receive the favorable vote of three fifths of all the members of 
both Houses. It must then receive approval of a majority of 
the voters at the next general election of members of the General 
Assembly — and failing, cannot be again submitted for five 
years. 

A permanent tax commission of three members, not more 
than two of any one party, named by the Governor and approved 
by the Senate, appears by experience to be the best medium not 
only of systematizing the collection of revenue and enforcement 
of revenue laws, but of discovering the needs of revisions of 
constitutions and of statutes and how to make thetcu 
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Such a commission, well chosen and faithful to duty, is the 
surest, most direct, and the best instrumentality for a safe and 
wise revenue system — a statesmanlike policy. 

Fourteen States now have permanent commissions. 

Legislators in session have not the time for careful investi- 
gation. 

General governments are adopting this plan. 

The United States government has done so, and made an 
appropriation of $250,000 therefor. 

Information carefully collected, with wide, intelligent public 
discussion, is the need and the best plan for securing a fair and 
successful revenue system and the removal of all obstacles to 
this end. 

Is it all " worth while " — this tax work ? Surely ! 

Adequate revenue, which is equitably adjusted, honestly 
collected, and turned into the treasury, is a fundamental requi- 
site of good, strong, prosperous government. 

We may so increase and multiply the resources of the State, 
the sources of revenue, as to divide the burden to the lasting 
benefit of the permanent citizen — the landowner. 

With unselfish, patriotic, patient effort, obstacles will be over- 
come. 

Popular interest will be won, and tax reform on a common- 
sense basis will be demanded. 

This is the platform — the purpose of this tax work in the good 
State of Kentucky, and it is going to win, and then watch her 
growl 



TAXATION WORK IN WEST VIRGINIA 

By T. C. Townbend 
State Tax Commissioner, Charleston, W. Va. 

The subject of this paper is not of my own selection. I deem 
it an honor, however, as well as a privilege, to have this oppor- 
tunity of presenting to this Conference the results of the work 
in West Virginia for a more equitable system of taxation. In 
the very outset let it be understood that the claim is not made 
that we have discovered a panacea for all the ills of taxation, 
but we do claim that, during the last six years, substantial 
progress has been made, and that we have laid deep the founda- 
tion for still greater progress in the future. 

Within the scope of the subject assigned me there could be 
included a detailed history of taxation since the formation of the 
State. To undertake this, however, it would be necessary to 
include matters that are purely local to my own State, and 
would result in the prolongation of this paper to an extent where 
endurance would cease to be a virtue. Therefore, I shall be 
brief, not theorize, and shall confine the paper to the results 
accomplished during the last half-dozen [years. 

West Virginia is, comparatively speaking, a new State. It 
was admitted to the Union in 1863, during the Civil War. The 
State has had two constitutions, one framed and adopted in 
1863, and the other in 1872. In both constitutions the tax 
provisions v/ere substantially the same and were borrowed from 
the mother State ; both constitutions recognized, as do a ma- 
jority of the constitutions of the American commonwealths, 
the general property tax system as best suited to the needs of 
the new State. The 1872 constitution provides that: 
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"Taxation shall be equal and uniform throughout the State, 
and all property, both real and personal, shall be taxed in pro- 
portion to its value, to be ascertained as directed by law. No 
one species of property from which a tax may be collected, shall 
be taxed higher than any other species of property of equal 
value. . . ." 

This sacred language was handed to the young State west of 
the Allegheny Mountains by the mother State, and the obedient 
child has ever since recognized its sacredness, notwithstanding 
the repeated efforts made to amend it, and notwithstanding 
further that the mother State, after more than one hundred years 
of experience with practically this same constitutional provision, 
changed it in 1902 and adopted a new constitution in which the 
classification of property is permissible. It is the sincere hope 
of the writer that the young, progressive, and promising com- 
monwealth west of the mountains will not grow as gray-haired 
as did its distinguished mother before acquiring sufficient wis- 
dom to adopt a constitution recognizing the classification of 
property for purposes of taxation. 

The tax system of West Virginia, therefore, has grown up 
around a constitution which binds us to the general property 
tax system. Whatever progress we have made has been in the 
face of what is generally recognized as the greatest handicap 
in any tax system, — the restrictive provisions of the consti- 
tution. 

Notwithstanding the constitutional barriers, the State has 
made splendid progress in tax matters. From 1863, the begin- 
ning of the State, to 1901, but little attention was given to .ques- 
tions of taxation by either the taxpayers or the lawmaker. 
During these years the tax official, as well as the taxpayer, did 
about as he pleased, and, of course, our system of taxation was, 
under such circumstances, perfectly satisfactory. During this 
period of time the legislature provided for a decennial appraiser 
ment of real estate by special officers chosen according to the 
act of the legislature providing for the assessment, and for the 
yearly taxation of personal property by local assessors. 

Property was listed at its fair cash value, and this language 
was construed by each local assessor to conform to his own ideas, 
or to the ideas, sometimes, of the interests he was serving. The 
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personal property assessors passed around the hat every year, 
and the taxpayer threw into it just about what he thought he 
could spare, without cramping himself, and with due regard for 
the charitable cause towards which he was contributing. The 
whole tax system had grown into a sort of freewill offering by 
the taxpayer for the support of the government. Under such 
conditions real estate and tangible personal property were taxed 
at anywhere from 10 to 60 per cent of their value, and intangible 
personalty was scarcely taxed at all. Few taxpayers ever 
complained of their taxes, because there was no reason for com- 
plaint. The valuations were low and the tax rate excessively 
high, reaching in some instances $3.50 on $100. 

In 1901 the legislature adopted almost unanimously a joint 
resolution authorizing the Governor of the State to appoint 
a commission to investigate the tax assessment and revenue 
laws of the State, and to make its report to the next session of 
the legislature. This resolution also declared that the then 
existing tax system was not adapted to the changed conditions, 
which were the outgrowth of the development of the State and 
its resources; that the system was out of date, had not kept 
pace with the march of progress and development, and that it 
did not reach for purposes of taxation the many new species 
of property which had come as the result of the State's phenom- 
enal industrial development. This was the beginning of the 
movement for a better system of taxation. The then Governor 
of the State was in hearty accord with the movement, and in 
appointing the commission exercised great care and judgment 
by selecting five of the State's most distinguished and patriotic 
citizens to serve upon this commission. 

This commission made a searching and exhaustive report to 
the legislature of 1903, recommending many changes in the 
laws relating to assessments, taxation, and revenues. This 
report pointed out the defects in the then existing laws, and 
submitted measures remedying such defects, reviewing irregu- 
larities and showing the necessity for a revision of the entire 
system of taxation. It showed that certain species of property 
were escaping taxation almost altogether, while other property 
was bearing excessively heavy burdens. As is usually the case, 
the property most able to bear its just burdens of taxation was 
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escaping, while the property least able to pay was bearing the 
burdens. The legislature of 1903, however, took no action 
upon the bills reported by the Tax Commission, notwithstand- 
ing the many absurdities pointed out by the Commission which 
were sought to be remedied by the bills submitted. The seed 
sown by the Tax Commission's report, however, fell upon good 
ground and took deep root in the field of public thought. The 
agitation as time passed on became more intense. In 1904 the 
Governor convened the legislature in extraordinary session to 
take some action upon the bills reported by the Tax Commission. 
This action of the Governor brought forth a storm of criticism, 
together with bitter and violent protest from certain sources. 
As a result of the work of this special session of the legislature 
there was inaugurated a new and better tax system than the 
State had theretofore known. 

The New Tax Legislation 

The special session of 1904 enacted twenty-six separate bills, 
the most important among which were the following : 

First : An act creating the office of State Tax Commissioner 
and defining his powers and duties as follows : 

"It shall be the duty of the state tax commissioner to see 
that the laws concerning the assessment and collection of all 
taxes and levies, whether of the state or of any county, district 
or municipal corporation thereof, are faithfully enforced. To 
this end he shall advise the auditor in the preparation of all 
proper forms and books for the use and guidance of assessors, 
and shall perform all such other duties as may be required by 
law. He shall from time to time visit the several counties and 
municipal corporations of the state, shall inspect the work of 
the several assessors, justices, prosecuting attorneys, clerks of 
courts, sheriffs, constables, and collecting officers, among whom 
are included commissioners of school lands and shall confer with 
them respecting such work for the future. In such conference, 
or by writing or otherwise, he may inquire into the proceedings 
of any such officer, make to him such suggestions respecting 
the discharge of his duty as may seem proper, and give such 
information and require such action as will tend to produce full 
and just assessments throughout the state, and the diligent 
collection of all taxes and levies, including license and collateral 
inheritance taxes, and of fines. Upon the application of any 
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officer, concerned with the assessment or collection of taxes, 
he shall as to any matter specified by such officer make like sug- 
gestions and give like information. In case of the failure of any 
assessing or collecting officer in the discharge of any duty, im- 
posed upon him by law, the said tax commissioner shall proceed 
to enforce such penalty as may be provided by law, including 
in any proper case the removal of such officer, and to that end 
he is authorized to appear before any court or tribunal having 
jurisdiction. He may cause any violation of laws respecting the 
assessment or collection of taxes to be prosecuted. He may also 
be heard before any court, council or tribunal, in any proceeding 
in which an abatement of taxes is sought. 

"The state tax commissioner shall attend meetings of the 
board of public works when it is considering matters of assess- 
ment or revenue, when requested by said board or the governor 
to so attend, and he shall give such assistance to the said board 
as it or the governor may direct, in making any assessment to 
be made by it. In case of appeal to any court from any assess- 
ment, made by the said board, the state tax commissioner shall 
appear before any court and protect the interest of the state and 
of any county, district or municipal corporation which may 
be interested. He shall perform such duties relating to the 
insurance of public buildings and other property of the state 
as may be required by the governor, and he shall, upon the 
request of the auditor or treasurer, assist such officer in any 
matters relating to the revenues of the state." 

Second : An act changing the standard of value at which all 
property should be assessed from its "fair cash value" to its 
"true and actual value," and defining the meaning of this 
language. 

Third : An act providing for a new assessment of real estate 
at its true and actual value by assessors appointed by the State 
Tax Commissioner, and under the direct supervision of the 
Tax Department. This assessment was made during the year 
1905 and was used as a basis of taxation for the years 1906, 1907, 
and 1908. It was also provided that, beginning with 1909, real 
estate should be assessed annually. 

Fourth : An act limiting the rate of levy for different pur- 
poses. This act was amended in 1905, again in 1907, and again 
in 1908. 

Fifth : An act providing for reducing the State tax to a mini- 
mum of 5 cents on $100 valuation, which was again amended 
in 1907 by reducing the minimum to 2 cents on $100. 
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Sixth : An act amending the inheritance tax laws and provid- 
ing for the collection of such taxes by the State Tax Commis- 
sioner. 

Seventh : An act providing that all public service corpora- 
tions should be assessed by the State Board of Public Works. 

Eighth : An act making a general revision of the license laws. 

The legislature remained in session a short time only, and some 
of its legislation was not maturely considered. There was great 
antagonism to the proposed legislation, and the lobbyists were 
on the scene in full force, "to see that justice was properly 
handed out to the people." 

The regular session of 1905, which convened some six months 
after the special session of 1904, made more effective the work of 
the special session by various amendments to the tax laws. 
Each recurring session of the legislature since 1905 has made 
such changes in the tax laws as were shown to be necessary by 
experience. 

The most important act passed since 1905 was the tax limita- 
tion law of 1908. West Virginia has always pursued the wise 
policy of limiting the tax rate for different purposes. The maxi- 
mum tax rates of 1904 were excessive if the valuation of the 
property of the State was to be materially increased. To guard 
the taxpayer against excessive burdens of taxation caused by 
suddenly and materially increased valuations, the rates for 1905, 
1906, and 1907 were fixed on a sliding scale, and in such a manner 
as would allow each tax-levying body for each of these years to lay 
such a levy as would raise the same amount of taxes raised in 
1904 plus a certain per cent. No one could foretell in 1904 
or 1905 just how much the property valuations of the State 
would increase, and it was, therefore, impossible to fix a specific 
rate that would meet the condition. In 1908, however, after 
the valuations according to the new standard of value had been 
established, the legislature passed the present tax-limiting act, 
which has already proved to be a splendid piece of constructive 
legislation. The rates of levy prescribed for the different pur- 
poses by this act are producing sufficient funds in all but an 
exceptional case here and there, and in these cases additional 
money can be raised by submitting the question to a vote of 
the people affected by such proposed increase. 
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Thus far I have confined myself to a chronological narrative 
of the legislation which resulted in such far-reaching reforms in 
the State's tax system, without discussing the results following 
such legislation. I shall now discuss the results of this legisla- 
tion. 

Results of West Virginia's New Tax Legislation 

The year 1904 is regarded as the dividing line between the 
"old" and the "new" tax laws of the State: 1904 was the last 
year the old system was in full operation. The new order of 
things partially began in 1905. In 1904 the total taxable wealth 
of the State was $278,829,659, made up as follows : Real estate, 
$168,480,150; personal property, $80,306,209; public utility 
property, $30,043,300. In 1909, five years after the beginning 
of the movement for a more equitable system of taxation, the 
total taxable wealth of the State was $1,063,247,851, an increase 
of 3.81 times, made up as follows : Real estate, $579,085,888 ; 
personal property, $221,125,930; public utility property, 
$263,036,033. Real estate has increased 3.43 times, personal 
property 2.75 times, and public utility property 8.75 times. 

The increase in the value of real estate was largely the result 
of the special act of 1904, providing for an assessment of real 
estate by special officers appointed by the Tax Commissioner 
and working under his supervision. Such a large increase in 
real estate values naturally resulted in an increase in other 
classes of property. 

In 1904 the average rate of taxation for all purposes was 
$2.15£ on each one hundred dollars valuation. In 1908 the 
average rate for all purposes was 84| cents on each one hundred 
dollars valuation. The average rate for 1909 and 1910 has not 
been definitely ascertained, but I am sure it will not exceed 
85 cents on the hundred. 

In 1904 the total average rate for all purposes on property 
situated outside of municipal corporations was $1.99 on each 
hundred dollars' valuation, while in 1909 the total average rate 
for all purposes on property situated outside of municipalities 
was 74^ cents on the hundred dollars. In 1904 the total 
average rate for all purposes on property situated inside of 
municipal corporations was $2.48f on the hundred, while in 
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1909 the total average rate for all purposes on property situated 
inside of municipal corporations was $1.05f on the hundred 
dollars. 

The highest rate of levy paid by any taxpayer in West Vir- 
ginia for the year 1909 was $1.69£ on the hundred, while the 
lowest was 46 cents on the hundred. In thirty-eight districts 
of the State the total rate of levy for every known purpose was 
less than 60 cents on the hundred, or less than £ of 1 per cent. 
I want to impress the significance of this statement. In thirty- 
eight magisterial districts of the state the taxpayers for 1909 
paid less than 60 cents on the hundred for state, county, road, 
school, and all other purposes. I venture the assertion that 
this record for low taxes cannot be excelled anywhere in the 
United States. I believe West Virginia can boast of the lowest 
average rate of taxation for all purposes of any State in the 
American Union. If there is a lower rate anywhere, I have not 
found it, and if there is any State represented at this Conference 
that has a lower rate I shall be glad to know it, and to pass over 
to you the laurels for which we have been contending and which 
we believe we hold. 

I do not wish to be understood as saying that in the aggre- 
gate we are collecting less taxes by reason of the revision of the 
tax laws. The converse is true. We are collecting more money 
for every purpose in the State of West Virginia than ever before, 
but the tax burdens have been more equally distributed, with 
the result that nine tenths of the taxpayers are contributing 
less since the revision of the tax laws. 

West Virginia is a rich and progressive commonwealth. We 
need more money for governmental purposes than at any time 
in its history. The State's public institutions are in better 
condition than ever before ; the length of the free school term 
has been increased, and our citizens are prosperous and happy 
under a tax system rigidly enforced, and the taxes economically 
expended. 

The State needs capital for the development of its great nat- 
ural resources, and with the present low rate of taxation, coupled 
with economy in the expenditure of taxes, we invite the investing 
public to come over into Macedonia and join us. We welcome 
capital, but fight monopoly. 



TAXATION WORK IN WEST VIRGINIA 173 

The Removal of the State Tax 

The law providing for the removal of the direct tax for state 
purposes has already been noted. In 1904 the direct tax for 
state and state school purposes was 35 cents on the hundred 
dollars valuation, while in 1909 the direct tax was 5 cents on 
the hundred, and for 1910 it has just been fixed at 4£ cents on 
the hundred. On the total valuation of the taxable property 
of the State this rate for 1909 would produce a gross tax, i.e. 
without deducting the cost of collection, of $531,624. Under 
the law the distributable school fund is fixed at a minimum of 
$750,000 annually, and if the sources which go to make up the 
distributable school fund do not produce this amount, then the 
remainder is transferred from the state fund. Under this law, 
for the year 1909, there was transferred from the state to the 
state school fund $405,918, only $125,706 less than the levy of 
5 cents on the total tax duplicate would produce, gross, without 
considering the cost of collections, delinquents, exonerations, 
etc. West Virginia has practically accomplished, therefore, 
that which is desirable in any system of taxation, — a separa- 
tion of the sources of state and local revenues. The State, 
for state purposes, realizes, net, less than $100,000 annually by 
direct taxation, while in 1904 the State collected for state pur- 
poses, from direct taxation, $697,074. The remainder of the 
revenue necessary to run the state government is collected from 
inheritance taxes, license taxes, license taxes upon the char- 
ters of corporations, insurance taxes, interest from the public 
funds, etc. 

West Virginia has sought to accomplish these three results in 
the reformation of its system of taxation and revenue : 

First : A complete separation of the sources of state and local 
revenues, which has been practically realized. 

Second : A more equitable distribution of tax burdens. This 
has also been accomplished to a degree far beyond the expecta- 
tions of the most earnest advocates of a revision of our revenue 
system, and, 

Third : Economy in the expenditure of the money raised by 
taxation. This is being accomplished through the system of 
uniform accounting. 
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The Tax Department 

The Tax Department has been an important factor in the 
movement in West Virginia for a more just system of taxation. 
The wisdom of the legislature in establishing a head to the tax 
system has been demonstrated by actual achievements. The 
work of the Tax Department of West Virginia, supported by 
the Board of Public Works, consisting of the Governor, Auditor, 
Attorney-general, Treasurer, and Superintendent of Free Schools, 
is, to a large extent, responsible for the present splendid condi- 
tions. Although the Tax Commissioner has no supervisory 
power, he has by means of such power as is vested in him to- 
gether with the cooperation of the other State officials and of 
the local assessors, a majority of whom are in accord with the 
work, placed an assessment upon the books which is a credit to 
the State. 

In addition to the power vested in the Tax Department to see 
that the laws regulating the assessment of property are faith- 
fully enforced, it is his duty to see that the revenues of the State 
are collected. It will no doubt be interesting to other States 
to know something of the work of the department in collecting 
revenue. 

When the tax laws of the State were revised in 1904, power 
was vested in the Tax Commissioner to collect inheritance taxes. 
The first inheritance tax law of West Virginia was enacted in 
1887. Under this law it was the duty of the county clerk of 
each county to collect inheritance taxes. The law was crude, 
and the collections under it were worse than the law. From 
1887 to 1904, a period of seventeen years, there was collected 
and paid into the state treasury from inheritance taxes the sum 
of $55,765.94, a mere bagatelle. In 1905, the first year it was 
the duty of the Tax Department to make these collections, and 
during the organization of the office, we collected $10,494.86. 
In 1906 the collections were $26,052.10; in 1907, $95,010.78; 
in 1908, $87,966.82; in 1909, $115,746.50, and in 1910 the col- 
lections will be as great as in 1909. After the law went into 
effect, making it the duty of the Tax Department to collect 
inheritance taxes, there was collected, under the old 1887 law, 
more than $25,000 that had not been paid because of the non- 
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enforcement of the law. The amount collected from inherit- 
ance taxes is not large as compared with some other States, 
but it is a respectable showing, and is a substantial portion of 
the State's revenues, when the size of the State and the total 
revenues collected for state purposes are taken into considera- 
tion. The large increase in the revenues from this source is 
largely due to an effective enforcement of the law. 

The collections from license taxes is another source of state 
revenue that has been largely increased through the activity of 
the Tax Department. This branch of the work we conduct 
along the same lines as those pursued by the federal government. 
The department employs special agents who spend their entire 
time in traveling over the State for the purpose of collecting 
license taxes from any person who is conducting a privilege re- 
quiring the payment of a tax, and who has escaped the local 
authorities. From this source the annual revenue of the State 
has been materially increased. In 1907 the department insti- 
tuted suit against the liquor dealers of the State and collected 
as a result of one lawsuit $106,977.51. This is as much as it 
has cost the State to maintain the department since it was 
created. This money never would have been collected had it 
not been for the Tax Department. 

The experience of the department in license-tax matters caused 
a recommendation to be made to the legislature of 1909, that a 
law be passed vesting in the Tax Commissioner authority to 
issue a license and collect the tax direct, without going through 
the local authorities of each county. This law was passed 
February 25, 1909, and went into effect from its passage. This 
legislation has proved fruitful of results. From the time of 
its passage down to the present time, covering a period of about 
eighteen months, the Tax Department has collected $45,003.91. 

The appropriate question to be propounded here is, What 
good has resulted by reason of the activity of the Tax Depart- 
ment in enforcing the laws for the collection of the State's 
revenues ? The results have been threefold : First, the close 
collection of taxes from inheritances, licenses, etc., has enabled 
the State to abolish almost altogether the direct state tax, — 
the separation of state and local revenues ; second, the taxpayer 
has more respect for the law because of the fact that it has been 
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enforced against all alike, without favoritism or partiality; 
and third, it justifies the wisdom of the legislature in creating 
a new department of the state government, at a time when 
such legislation was of doubtful propriety. 

The Levies 

There is another phase of the work of the Tax Department to 
which slight notice has already been given, which has resulted 
in much good to the taxpayers. The law regulating the laying 
of levies makes it the duty of the Tax Commissioner to see that 
the provisions of said act are strictly complied with ; that the 
tax limitations are not exceeded, and that no tax-levying body 
creates illegal or unauthorized obligations. Prior to the passage 
of the tax limitation laws of 1905 and 1908, it was apparently 
nobody's duty to see that the levying bodies did not exceed 
the limit prescribed by law. While the legislature of West 
Virginia has always pursued the policy of limiting tax levies, 
if the limit was exceeded, no one seemed to have enough interest 
in such matters to enforce the law. Beginning with 1905, the 
law made it the duty of the Tax Commissioner to see that no 
levying body exceeded the limit. In one year the department 
reduced more than one hundred and fifty excessive and illegal 
levies. In some instances it had to be done by mandamus 
from the courts, but since the first year's experience there has 
been little trouble from this source. The department passes 
upon every levy laid in the State for every purpose, and they 
are kept well within the law. Our present low rate has resulted 
largely from the active and vigorous work of the department 
in the matter of laying levies. 

The Uniform System of Accounting 

West Virginia had long felt the need, not only of a more equi- 
table system of taxation, but some sort of central supervision of 
the expenditure of taxes after they were collected. In 1908 the 
legislature enacted what is commonly known as the "Uniform 
System of Accounting Act." The enforcement of this law is 
under the supervision of the Tax Department. The act did 
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not go into effect until January 1, 1909. Some difficulty has 
been experienced in getting the act in proper running shape. 
The audits that have already been made under this act justify 
the wisdom of such legislation. This piece of legislation will 
save annually to the people of the State at least $50,000, in the 
way of excessive allowances, illegal expenditures, and mistakes 
in bookkeeping. In other words, it stops the leaks. With 
central supervision in the levying of, as well as the expenditure 
of, taxes a better day has dawned for West Virginia. 

Conclusion 

In conclusion, let it be said that the results accomplished in 
West Virginia have not been without effort. Every reform 
movement, no matter of what proportion, has its victims as 
well as its heroes, and upon this question of taxation Edmund 
Burke says : 

"The ablest pens and most eloquent tongues have been exer- 
cised ; the greatest spirits have acted and suffered." 

A huge wrong always has gigantic defenders, and as Jefferson 
said: 

"Experience hath shown us that mankind is more disposed 
to suffer while evils are sufferable than to right themselves by 
abolishing the forms to which they are accustomed." 

The old system of taxation, with all of its manifest wrongs 
and shortcomings, was firmly rooted and was ably defended. 
The progress made has been in the face of the most determined 
resistance. But like a huge rolling stone which gathers momen- 
tum with progress, the movement has gone forward. We have 
accomplished results which compare favorably with any State 
which is tied by its constitution to the general property tax. 

In the very outset the people of the State were told by the 
most eloquent tongues that the new system was an untried 
experiment, without merit and without equity. The same com- 
plaint at one time during the history of the world was made 
against the Christian religion and the doctrine of equal political 
rights for all men. Our present tax system, however, has come 
to stay ; it has passed from the experimental stage to the arena 
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of actual accomplishments, and stands out prominently as a 
monument to the wisdom of its advocates and adherents. There 
is not to-day a citizen of the State of West Virginia who loves 
his State and takes pride in its progress, who would go back to 
the conditions as they existed six years ago. 

I do not suppose that since the days of written constitutions 
any governmental reform was ever proposed that some one 
was not sure that it was unconstitutional. So it was with the 
new tax laws of West Virginia. Their opponents were sure 
that the entire scheme was unconstitutional, null, and void. 
They backed up their convictions by resort to the courts. Many 
of the provisions of the new laws ran safely the gantlet of the 
Supreme Court of the State, and a few of them of the Supreme 
Court of the United States. Not a single provision was ever 
declared unconstitutional, and there was not even a dissenting 
opinion in more than one case. 

That great and profound lawyer and statesman, Alexander 
Hamilton, once said: 

"It is too much a fashion with some politicians, when hard 
pressed on the expediency of a measure, to intrench themselves 
behind ejections to its constitutionality/' 

In the transformation of our tax laws this quotation was 
extremely apt. The courts said, in every instance, however, 
that whatever was right was the law. 

We yet need in West Virginia a constitutional amendment 
which will permit the classification of property. • 

If there is anything in the work accomplished in West Vir- 
ginia which commends itself to other States, we shall be glad to 
share with you. We are not selfish, but, on the other hand, 
are trying to let our light so shine that others may see our good 
works. 
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Mb. Frank B. Jess (New Jersey) : I understood Mr. Town- 
send to say that one of the reform acts passed in 1904 changed 
the basis of the assessment of property from its fair cash value 
to its true value, and defined true value. Can he give me the 
definition made by the legislature of "true value" ? My pur- 
pose is this : We have in New Jersey a constitutional provision 
that property shall be assessed at its true value, and the courts 
there have uniformly held that "true value" means "market 
value." 

Mb. Townsend : That is practically what it means in the 
State of West Virginia. The West Virginia legislature defined 
it as "the price at which property would sell if voluntarily 
offered for sale by the owner thereof, upon such terms as such 
property, the value of which is sought to be ascertained, is 
usually sold, and not the price which might be realized if such 
property was sold at a forced sale." 

Mr. Jess : This is almost similar to ours. 

Mb. Richard Evelyn Byrd (Virginia) : I understand that 
the real reason for the great increase in assessment is the central- 
ization of the administration of the tax law? 

Mr. Townsend : That is the principal reason, as I view it. 

Mr. Byrd: You say that the real estate was assessed by 
agents selected by the central body, — the State Tax Com- 
missioner. 

Mr. Townsend : Prior to 1904 we had decennial appraise- 
ments of real estate, by special officers, selected according to the 
provisions of the acts of the legislature providing for such assess- 
ment. In 1904 a special session of the legislature provided 
for a new appraisement of the real estate at its "true and actual 
value" under the supervision of the Tax Department, which 
was at the same time created, and provided further that, begin- 
ning with 1909, we should have annual assessments of real estate. 

179 
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The annual assessment of real estate is now made by the local 
assessor, elected by the people. The real basis for the increase 
was the assessment made under the jurisdiction of the Tax 
Department. 

Mr. T. A. Polleys (Minnesota) : Would you state the rea- 
sons which have induced that movement, to go to an annual 
assessment rather than assess at intervals of, say, two or three 
or four years, with an annual equalization — annual equaliza- 
tion and quadrennial assessments ? 

Mr. Townsend : That can be answered by reference to con- 
ditions peculiar to our own State. Last year we produced 
more oil than any other State in the Union, except one. Any- 
body who is acquainted with the oil business knows it to be a 
fact that oil fields spring into existence very suddenly. The 
same is true of natural gas. The striking of new oil and gas fields 
makes it absolutely necessary that the real estate values be sud- 
denly increased, and that is the reason for the annual assess- 
ment of real estate in our State. 

Mr. Byrd : How do you equalize your assessments of per- 
sonal property? How do you bring out the intangible prop- 
erty? What is your method? Is that under central control 
or under local control ? 

Mr. Townsend: That is under central and local control 
combined. We are like a great many other States, we do not 
bring it out. We can't get at all of it. 

Mr. Byrd : I am interested in the question of how to get 
that personal property out, particularly intangible property. 
I was in hopes you had some method by the exercise of some 
central authority by which you could bring that out. We are 
laboring with that question now in Virginia. 

Mr. Townsend: We have labored in West Virginia for a 
low tax rate. We cannot classify property for taxation. I 
would recommend we pursue the policy adopted by the States of 
Pennsylvania and Maryland ; that is, a specific rate on intan- 
gible property. But inasmuch as we cannot do that under the 
restrictive provisions of our constitution, we are in favor of a 
low rate, and we have reduced the rate to such an extent that 
we have brought out a great deal more intangible property than 
we had on the books under the high rate. 



DISCUSSION ON WEST VIRGINIA 181 

Mb. Polleys : I noticed, in listening to your paper, that in 
the aggregate value of property which you have now reached, 
the value of public utility corporation property is something 
like two hundred and sixty millions; in other words, public 
utility valuation represents substantially one fourth of the aggre- 
gate valuation of all property. I am interested to know the 
peculiar situations in West Virginia which would lead to the 
declaration of an aggregate value for public utility property 
representing so large a fraction of all property as one fourth or 
more. 

Mb. Townsend: I might explain that in this way: In 
1904 the railroads only were assessed by the Board of Public 
Works. The special session of the legislature of 1904 provided 
that the Board should also assess pipe line property, telephone 
property, express companies, car lines, and toll bridges. That 
explains the large increase, and why a large proportion of the 
total taxable property is public utility property. 

The pipe lines of the State of West Virginia for the transporta- 
tion of oil and gas are tremendous. I can better illustrate this, 
perhaps, by distance. The pipe lines of the State of West 
Virginia, in the aggregate, will reach from Wheeling, W. 
Va., to Manila Bay. We have more lines of pipe in the 
State of West Virginia, distributing oil and gas, than any rail- 
road system of the United States has miles of track. A con- 
siderable portion of the total property assessed by the Board of 
Public Works consists of property other than r&ilroads. 

Mb. C. B. Fillebbown (Massachusetts) : Will Mr. Town- 
send state briefly his outline of the formula for arriving at the 
value of pipe line property? 

Mb. Townsend: A proper method for assessing pipe line 
property has given us much concern. As I stated a moment 
ago, it is hard to comprehend the amount of pipe line property 
of the State. One company has more than four thousand miles 
of pipe, and connected with, and as part of these pipe lines, are 
thousands of gas wells. In reaching the value of the property 
of pipe lines, we rely chiefly upon the earnings. We capitalize 
the net earnings at a certain rate, ranging from 10 to 15 per 
cent. We use the large rate because of the fact that the prin- 
cipal is fast becoming exhausted, and in addition to getting in- 
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terest on the money invested in pipe line property, the 
man who bo invests his money must also get back his prin- 
cipal. The valuation of the property is largely ascertained 
by a capitalization of its earnings, almost altogether, I might 
say. There are other elements, of course, taken into consider- 
ation. [See also page 258.] 

Mr. Frank P. Crand'on (Illinois) : I was greatly interested 
in the paper to which we have just listened. I was peculiarly 
interested in the fact that in the crude, unscientific, altogether 
slipshod method of raising taxes in West Virginia which ob- 
tained there for a number of years, all the money that was 
needed was raised. Everybody was contented, the system 
afforded ample provision for the public need, and nobody was 
disturbed. Now, why on earth a system of that kind should 
be changed for any other system I do not know. 

I watched very carefully for some statement as to what was 
the effect upon the communities of West Virginia of the new 
system, and I failed to hear of any improved results, so far as 
the distribution is concerned, under the system in that State. 
I can easily understand that West Virginia has come under a 
more scientific and more regular, orderly system of collecting 
taxes, but it seems to me her progress has been retrogression, 
unless she has established among her people a greater satis- 
faction with a system which originally was instituted. 

Mb. Ellis B. Usher (Wisconsin) : I fail to learn from Mr. 
Townsend's paper what the effect has been upon the total 
revenue and the total expenses of West Virginia. What is the 
cost per capita, for instance, in West Virginia to-day, as com- 
pared with the previous system ? 

Mr. Townsend : I think the answer to both of the questions 
can be found in the paper itself. Referring first to Mr. Cran- 
don's remarks ; we have always been happy in West Virginia, 
and we are happier to-day than we have ever been before. 
What I said with reference to the old tax system was intended 
perhaps more as sarcasm than anything else. Whenever any 
law, or the enforcement of any law, reaches the point where 
everybody is apparently satisfied with it, it needs revision. Our 
tax system in the State had reached the point where nobody 
apparently paid any attention to it. The large taxpayer was 
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satisfied because it suited him exactly; the small taxpayer 
did not have a lobbyist in the legislature to look after his 
interests. 

The result of all the tax work in West Virginia has been just 
as I stated in the paper. It has naturally not lessened the total 
amount of revenue raised. The cost of everything has increased 
in the last ten years, and it would be singular indeed if the cost 
of administering government had not increased along with the 
cost of everything else. As I said in the paper, we are raising 
more money for every purpose in the State of West Virginia 
than we ever raised before, but the great result that has come 
from the revision of our tax laws has been the more equitable 
distribution of the tax burdens, and the result to-day is that 
nine tenths of the people are paying less taxes than they paid 
under the old system. 

Mb. Usher : Per capita ? 

Mb. Townsend : I have not figured that out definitely. 

Mb. W. S. Glass (Kansas) : The gentleman from West 
Virginia has issued a challenge to the States of the American 
Union as to the rate of levy, and as to the results achieved under 
an attempted reform law. The Kansas State Tax Commission 
presented a paper to the International Tax Conference at 
Toronto (published in the proceedings of that year) that 
showed the results of our work in that State in the assessment 
of 1908. Since that there have been two assessments, that is, 
we have a personal property assessment yearly ; we have real 
estate assessments every two years. We have recently com- 
pleted our assessment of personal property and real estate for 
the year 1910. 

As a comparison with the figures which Mr. Townsend has 
given, I will give you a few totals on the Kansas assessment, 
first saying that the Kansas law was enacted in 1907, and our 
results have all been achieved since 1907. The Tax Commission 
came into existence on the first day of July, 1907. The assess- 
ment of 1908 was the first under the new centralized state 
system, power of a very arbitrary character being delegated 
to the State Tax Commission. 
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[Mr. Glass then read the following table.] 





1907 


1908 


1909 


1910 


Lands . . 
Lots . . 


$198,555,045 
78,955,814 


$1,204,426,913 
368.621,877 


$1,210,193,156 
377,557,857 


$1,353,190,173 
424,623,964 


A11R. E. . 
Per. Prop. . 
P. 8. Corp. 


277,510,859 
81,671,644 
77,272,445 


1.573.048.790 
474.191.255 
404.320.353 


1,587,751,013 
507,194,796 
416,314,477 


1,777,814,137 
554,151.453 
420,132,536 


Total 


$436,454,948 


$2,451,560,398 


$2,511,260,286 


$2,752,098,126 



The figures show that in these three years assessments have 
been increased until the total assessment in 1910 is more than 
six times a^ much as in 1907. In 1910, after a reduction in the 
state levy from 12| to 10} cents per $100, I do not think the 
total levy will exceed 80 cents per $100 in Kansas. 

Mr. Townsend : I am not quite ready to surrender. Mr. 
Glass said he was not sure that his tax rate would be over 
80 cents per $100. I based my prediction on last year, when 
our rate was 85 cents on the hundred. We have increased our 
valuation sixty millions of dollars this year, and it is possible 
our tax rate might be further reduced, although I placed it at 
85 cents per $100, to be on the safe side, so that if we are not 
first, we run Kansas a close second. 

Mr. Glass : I want to call attention to the fact, and it seems 
to me it speaks volumes in favor of the work of the Kansas 
State Tax Commission and corroborates to a certain extent 
the government statistics of 1904, that the relation between 
ordinary property and public service corporation property 
to-day in the State of Kansas is a little more than six to one, 
that is, other property exceeds it as six to one, instead of four 
to one, as shown by West Virginia. 

Mr. J. E. Cushman (Vermont) : Does that four hundred and 
twenty millions of property of the public service corporations 
include anything but railroads? 

Mr. Glass : Yes, it includes express companies, telephone, 
telegraph companies, pipe line companies (and we have a large 
number of them in the oil fields out there), street car compa- 
nies, and interurban lines. We assess this public service prop- 
erty every year. 
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Mb. J. W. Harris (Manitoba) : There is a feature that is 
not quite clear to me yet, although the discussion has gone over 
a good deal of ground. The rate, I presume, is governed by 
the value of the property. The more property there is to strike 
a rate on to raise a certain amount, the less the rate will be. 
Now the question is, upon what basis is the property assessed ? 
If, for instance, in West Virginia they assess at full cash value, 
or on some other basis, and in Kansas on a lower or a higher basis, 
the rate would not give us a clear conception as to which State 
was best governed in regard to tax matters. That question 
might be answered, probably, by those who represent those 
States, whether the property is assessed on exactly the same 
basis. 

Mr. Glass : The par value, actual value, basis in Kansas. 

Mr. Harris: What one set of valuators call "par value" 
another set might call "undervalue" or "overvalue." The 
point that I think is of importance in connection with this 
matter is what governs the idea of value. 

Mr. Glass : That is a part of the system. There is a local 
assessor, or a deputy to the county assessor, a county assessor, 
and then there is the County Board of Equalization and the State 
Board of Equalization, and in conjunction with the local asses- 
sor there is a Board of Review for townships. Now, it is one 
machine, and it is all under the State Tax Commission, and 
thence running down is the cord that binds. Finally, all values 
are brought to the State Tax Commission as the State Board 
of Equalization. The duty charged upon that Tax Commission, 
as a board of equalization, is to equalize all property of every 
character and every kind, changing it as it may be necessary, 
so that all property will be assessed at its actual value. 

Now you can see that it becomes one system, and where one 
set of men attempt to set up a standard of one kind, and over 
there another standard, they must all come finally to a com- 
parison. That is the answer to the question. 

Professor J. K. Patterson (Kentucky) : My memory goes 
back perhaps farther than that of most men in this Conference. 
I remember in the early forties when my father lived in Indiana 
that the burdens of taxation were very light. Upon one hundred 
and sixty acres under cultivation the tax did not exceed $10 
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in one of the best counties in Indiana. Provisions were com- 
paratively cheap. Every man had a free breakfast table, a 
free dinner table, and a free supper table, and everything within 
the household necessary for the comfort of the household was 
tax free. That was a happy condition of things, and that con- 
tinued substantially to be the general rule of action until the 
outbreak of the Civil War. Then taxes began to rise. The 
federal government was strained to the girth to raise money, 
and at the conclusion of the war was in debt perhaps three 
billions of dollars. The interest on these obligations had to 
be provided for, partly through external revenue, and partly 
through internal revenue. Many of the States, perhaps all 
of the States on the federal side, raised hundreds of thousands 
of dollars to put troops in the field. Now all that required 
taxation. 

I would like to see some one write a paper for one of the meet- 
ings of this Association, showing to what extent the growth 
of taxation in the several States of the Union was determined 
by the Civil War. There is undoubtedly a very close relation 
between the two. 

I know there are a great many causes that have come into 
operation since the Civil War that have had an important bear- 
ing on taxation. In the early forties, of which I speak, there 
were no railroad questions of taxation in the United States of 
America. There were only twenty miles of railway built west 
of the Alleghanies. There were no corporations of any moment. 
There were corporations, but no monopolies, and there was no 
problem, either with the state government or with the federal 
government, of how to restrain these monopolies and keep them 
within proper bounds. All that has grown up since. 

Telephones and railways, continental lines and steamship 
lines, and iron industries, and all these marvelous organizations 
that have developed into corporations, and which tax the polit- 
ical economists, both in and out of Congress, to the utmost, 
to devise means for making them pay their proportion of the 
revenue for carrying on governmental work. 

But while that is true, I want to say further that this ques- 
tion of taxation is nothing new. There are special phases of 
it coming up from time to time, but there is nothing new in it. 
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It is just one of the legitimate lines of universal development 
and sociological development that has confronted the Anglo- 
Saxon race for the last seven hundred years. Why, it is exactly, 
in another phase, the same question that stood between King 
John and the Barons of Runnymede that resulted in extorting 
the Magna Charta from him, the basis of English liberties. 
It is exactly the same thing, except in a different phase, from 
that which existed in the time of Richard II, when Watt Tyler 
and Jack Cade and John Ball led the Rebellion of the Prole- 
tariat; it is exactly the same question, though in a different 
phase, which confronted the government of Charles I of Eng- 
land when the Puritan standard of rebellion was raised, and 
which was fought out for seven years before a satisfactory result 
was reached; it is exactly the same question as that which 
brought about the cleavage between Great Britain and the 
colonies in this country. Yet there have been advances all 
along the line, and the liberty of the subject has been more defi- 
nitely defined, both in relation to person and property, and as 
a result it has left a widening of the possibilities of human free- 
dom, and a greater appreciation of the position in which the 
individual stands to the municipality, the municipality to the 
State, and the State to the nation. It is a part of the general 
forward movement, and we need not to be discouraged, although 
we do not get substantially the results we look for all at once. 
In this general movement that which is good will remain, and 
that which is bad will be eliminated, and we will then be pre- 
pared for making still newer and still further advances. 

Mb. Purdy : For the benefit of those who are here, and those 
who may read the proceedings of this Conference, I wish to say 
that Professor Gephqrt wrote a paper, published in the volume 
of proceedings of the Toronto Tax Conference of 1908, on the 
"Growth of State and Local Expenditures.' 1 



TAXATION WORK AND EXPERIENCE IN OHIO 

By Allen R. Foots 
President Ohio State Board of Commerce, Columbus, Ohio. 

The constitution of Ohio was adopted in 1851. The taxation 
provisions contained in that document have not been changed, 
except by an amendment adopted in 1905 that exempted all 
Ohio state and municipal bonds from taxation. 

The section, as amended, and as it is now incorporated in the 
Ohio constitution, is as follows (the words of the amendment 
are printed in boldface type) : 

"Article XII. Section 2. Laws shall be passed, taxing by a 
uniform rule, all moneys, credits, investments in bonds, stocks, 
joint stock companies, or otherwise ; and also all real and per- 
sonal property according to its true value in money, excepting 
bonds of the State of Ohio, bonds of any city, village, hamlet, 
county, or township in this state, and bonds issued in behalf of 
the public schools of Ohio and the means of instruction in con- 
nection therewith, which bonds shall be exempt from taxation; 
but burying grounds, public schoolhouses, houses used exclu- 
sively for public worship, institutions of purely public charity, 
public property used exclusively for any public purpose, and 
personal property, to an amount not exceeding in value two 
hundred dollars, for each individual, may, by general laws, be 
exempted from taxation ; but all such laws shall be subject to 
alteration or repeal ; and the value of all property, so exempted, 
shall, from time to time, be ascertained and published as may 
be directed by law." 

Efforts to amend the Constitution 

The people of Ohio have been galled beyond the point of 
patient endurance by constitutional limitations upon the power 
of the legislature to deal with the subject of taxation. 

189 
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Five times the people of Ohio have sought relief from the in- 
flexible rule imposing the general property tax upon them by 
constitutional provisions, by submitting constitutional amend- 
ments to the people, designed to permit the classifying of all 
subjects of taxation in conformity with their economic charac- 
teristics. The amendment suffered defeat in every instance, 
because the constitution provides that a constitutional amend- 
ment, to be adopted, must be approved by a majority of all 
votes cast at the election at which it is submitted to the electors 
for their action. Under this provision, any elector casting a vote 
for state officials, but neglecting to vote on the constitutional 
amendment, practically voted against the amendment. As a 
result, every effort to amend the constitution so as to cause it 
to permit the classifying of all subjects of taxation in conformity 
with their economic characteristics has been defeated by count- 
ing those neglecting to vote on the proposition as having voted 
against it. In every instance, of the votes cast on the proposi- 
tion, there was a clear majority of votes in favor of the adoption 
of the amendment. 

The total vote in favor of the adoption of the proposed taxa- 
tion constitutional amendment has increased with each effort 
to secure its adoption. The affirmative vote has been as follows : 

1889, total vote in favor 245,438 

1891, total vote in favor 303,177 

1893, total vote in favor 322,422 

1903, total vote in favor 326,622 

1908, total vote in favor 339,747 

1908, total negative vote 95,867 

Relief in Sight: A State Constitutional Convention 

Taught by this experience, those favoring amending the 
constitution have abandoned the attempt to secure the adoption 
of a special taxation amendment. They are now endeavoring 
to secure the adoption of a proposition calling a constitutional 
convention to draft a new state constitution. 

The legislature has submitted this proposition to the electors 
of the State, to be voted on at the November election, 1910. 
It received the unanimous indorsement of the Democratic 
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party at its state convention held in Dayton, June 22, 1910; 
and of the Republican party at its state convention held in 
Columbus, July 26, 1910. 

The nonpartisan action of the legislature and of the Demo- 
cratic and Republican parties gives assurance that this proposi- 
tion will be adopted and that a state constitutional convention 
will be held in 1911. 

It is believed that through the action of a state constitutional 
convention the relief so earnestly desired, and so long and per- 
sistently sought, will be secured. 

Efforts to enforce the General Property Tax 

The legislature of Ohio has made strenuous efforts to enforce 
the provisions of the constitution requiring that : 

"Laws shall be passed, taxing by a uniform rule, all real and 
personal property according to its true value in money." 

The owners of real property have long been deluded with the 
erroneous idea that personal property can be compelled to pay a 
larger percentage of the total tax than has been obtained from 
that source by enacting and enforcing stringent tax laws. 
"Real property is paying more than its just share of the total 
tax" is a cry familiar to those who have studied the history of 
taxation in all ages and countries. 

All the tortures of the Inquisition have been resorted to at 
different times and in different countries in a vain attempt to 
reduce taxation on real property by compelling owners of per- 
sonal property to pay an increased per cent of the total. 

Such attempts have failed and have been abandoned wherever 
tried. They have failed in Ohio. 

Tax Inquisitor Law 

To satisfy the demand of real property owners, the legislature 
enacted a most stringent law, in 1882, known as the tax inquisitor 
law, to compel owners of personal property to return the same 
for taxation. At first this law was made applicable to certain 
counties only; but afterward it was extended to the whole 
State. 
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This law gave authority to county commissioners to employ 
"tax inquisitors" to search for personal property, and, when dis- 
covered, to place the same on the duplicate, inflicting a penalty 
of 50 per cent of the tax due each year for five years next pre- 
ceding the discovery of the property. As a reward for his dili- 
gence, the "tax inquisitor" received 20 per cent of the tax col- 
lected on the "discovered" property and the county auditor 
received 4 per cent of the tax collected. 

The Hon. James R. Garfield, in a paper read before the Na- 
tional Civic Federation Conference on Taxation, Buffalo, May 
23-25, 1901, characterized the "tax inquisitor law" as follows: 

"The inquisitor law is an attempt to enforce a bad system by 
the infliction of severe penalties. It has proved not only use- 
less, but demoralizing. Demoralizing, because it has produced 
contempt for the law and put a premium upon dishonesty. The 
high rates of taxation in most localities, resulting from a failure 
to increase the valuation, have made an honest return of in- 
tangible property practically impossible. 

"For instance, if the tax rate be 3 per cent, as it is in many 
places, the return of money or intangible property at its market 
value, at the present time, when the average interest earnings 
are about 4 per cent, would mean practical confiscation of the 
earning power of the property. Hence, estates which are in the 
hands of executors and guardians, and the few individuals whose 
consciences compel them to obey the law, bear excessively unjust 
proportions of the burdens of taxation. 

"The amount of money obtained by the inquisitor is out of 
all proportion to the value of the service rendered. Since the 
operation of the law under which they act, the 'tax inquisitors' 
have been paid over $1,000,000, making this the most lucrative 
official business in the State, and from which business the State 
has suffered rather than benefited. 

"The practical effect of the law has been to drive away mil- 
lions of property which otherwise would have been returned 
for at least a partial valuation. 

"The experience of Ohio shows the utter uselessness of 
attempting to reach personal property by individual returns, 
and the tax inquisitor law, instead of affording a remedy, has 
driven millions of capital away from the State and has brought 
the State into disrepute." 

The "tax inquisitor law" was in full force in Ohio in 1888. 
The average tax rate for the State for all purposes, state and 
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local, for the year 1887 was 18.9 mills [$1.89 per $100]. This 
law was declared unconstitutional in 1904. The average tax 
rate for the State for all purposes, state and local, for the year 
1904 was 25.2 mills [$2.52 per $100]. 

For sixteen years Ohio made a strenuous effort to reduce the 
taxation of real property by means of an attempt to enforce the 
most arbitrary and drastic law modern civilization will permit to 
compel the listing of personal property for taxation "according 
to its true value in money" to be taxed at a uniform rate with 
real property. 

At the beginning of the period, 1888, the average tax rate for 
the State levied on real property was 18.9 mills [$1.89 per $100]. 
At the close of the period, 1904, the average tax rate for the State 
levied on real property was 25.2 mills [$2.52 per $100], an in- 
crease of 33} per cent in these sixteen years. 

This experience should satisfy any intelligent mind that the 
tax rate on real and personal property cannot be reduced by 
inquisitorial and drastic methods. 

Decennial Appraisement of Real Property 

From 1850 to 1910 Ohio has suffered from an archaic system of 
decennial appraisements of real property. As a result, the State 
and all local taxing bodies have been compelled to provide for 
growing needs by levying a tax upon a real property valuation 
from which all growth of values was excluded for ten years. 
This made a growing increase in the tax rate inevitable. Every 
increase in the tax rate offered an increased reward to the suc- 
cessful tax dodger. The effect has been a growing tendency 
to undervalue real property and to omit or undervalue personal 
property. 

The injustice of the law compels taxpayers to attempt to 
secure justice by evading the law. 

In an attempt to evade the law, personal property had a de- 
cided advantage over real property, since it is far easier to omit 
or undervalue personal property than it is to omit or under- 
value real property. 

The logical and inevitable result of a decennial system of real 
property appraisement is to increase the tax rate. Every in- 
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crease in the tax rate tends to increase the proportion of the total 
tax paid by real property. 

The experience of Ohio for sixty years proves that these con- 
clusions are true. 



Quadrennial Appraisement of Real Property 

In 1909 Ohio made an effort to approach modern civilized 
taxation methods by the enactment of a law requiring the ap- 
praisement of real property quadrennially instead of decennially. 
A general appraisement of all real property is being made in 
1910. Under the new law another appraisement will be made 
in 1914. 

For the purpose of the appraisement in 1910, one assessor of 
real property was elected in November, 1909, for each township, 
one for each village, and five for each city, making a total for the 
State of 2511. In Ohio all places having 5000 or more popula- 
tion are classed as cities. There are seventy cities in the State. 

The law provided that these assessors should begin their work 
January 15 and finish it on or before July 1, 1910. They are re- 
quired to subscribe to an oath of office and give bond in the sum 
of $2000. Their compensation is not less than $3.50 per day nor 
more than $150 per month. Provision is made for the appoint- 
ment of assistants. 

Duty of Assessors 

"Section 5554. The assessor, in all cases, from actual view 
and from the best sources of information within his reach, shall 
determine, as near as practicable, the true value of each separate 
tract and lot of real property in his district, according to the 
rules prescribed for valuing real property. He shall note in 
his plat book, separately, the value of all dwelling houses, mills, 
and other buildings, which exceed $100 in value." 

"Section 5560. Each parcel of real property shall be valued 
at its true value in money, excluding the value of crops growing 
thereon. The price for which such real property would sell at 
auction, or at forced sale, shall not be taken as the criterion of 
the true value. When the fee of the soil is in one person, and 
the right to minerals therein in another person, it shall be valued, 
and listed agreeably to such ownership in separate entries, speci- 
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fying the interests listed, and be taxed to the parties owning the 
different interests, respectively." 

"Section 5567. An assessor or his assistant who refuses or 
knowingly neglects to perform any duty enjoined on him by 
law, or consents to or connives at any evasion of the provisions 
of this chapter, whereby property required to be assessed is 
unlawfully exempted, or the valuation thereof entered at less 
than its true value, for each such neglect, refusal, consent, or 
connivance, shall forfeit and pay to the state not less than two 
hundred dollars nor more than one thousand dollars, to be re- 
covered by action." 

Publication of Assessments 

"Section 5546. In cities the board of real estate assessors 
shall cause to be printed in pamphlet form a list showing all the 
real estate owners in each ward, together with the lot numbers, 
street numbers, if any, feet frontage and valuation made by 
them of each parcel of real estate, and cause a copy thereof 
to be mailed to each owner of real estate in the ward. 

"In townships and villages the county auditor shall cause 
to be printed in pamphlet form a list showing all the real estate 
in such township or village, together with the lot number, street 
number, if any, township, range, survey, acreage and valuation 
made by the assessors, and cause a copy thereof to be mailed to 
each owner of real estate in each township or village." 

County Boards of Equalization and Revision 

"Section 5594. The auditor, surveyor, and commissioners 
(three) of each county shall compose the county board of 
equalization of the real property within the county, except such 
property as lies within a city. The board shall convene the 
third Monday of July, 1910, and every fourth year thereafter, 
and shall close its session on or before the first Monday in October 
next following." 

"Section 5595. It shall complete its work of equalization on 
or before the fourth Monday of February, of the year next fol- 
lowing the beginning of the equalization." 

"Section 5598. The auditor shall lay before the board the 
returns made by the district assessors, with the additions which 
he shall have made thereto, and it shall then proceed to equalize 
such valuations so that each tract or lot shall be entered on the 
tax list at its true value." 

"Section 5599. The quadrennial county board of equaliza- 
tion shall sit as a board of revision, when notified by the auditor 
of the county to meet for that purpose. It shall begin its session 
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as a board of revision on the first Monday of May following 
the completion of the quadrennial equalization, and shall close 
its session on or before the fourth Monday of September next 
following." 

"Section 5601. The board of revision shall investigate all 
complaints against any valuation filed with it as a board, or 
made by the county auditor, and may increase or decrease any 
valuations complained of, and no others. 

"No valuation, as fixed by the board of equalization, shall be 
increased by the board of revision, in any case, except upon 
reasonable notice as prescribed by this chapter, to all persons 
directly interested and an opportunity for a full hearing. The 
auditor of the county shall correct the tax duplicate according 
to the deductions and additions ordered by the board of revision, 
in the manner provided by law for making corrections thereof/' 

City Boards op Review 

"Section 5618. Upon the written application of a county 
auditor to the state board of appraisers and assessors for levying 
excise taxes (auditor of state, treasurer of state, attorney-general, 
and secretary of state), for the appointment of a board of review 
for a municipal corporation of such county, for the equalization 
of real and personal property, moneys and credits with such 
municipal corporation, said state board may appoint such board 
of review, to be composed of three citizens, freeholders of such 
municipal corporation, not more than two of whom shall belong 
to the same political party." 

"Section 5619. Term of service. First board, one for one 
year, one for three, one for five years. Thereafter, one for five 
years when a term has expired." 

"Section 5620. Board meet annually first Monday in June. 
May continue in session one year, but the appointing board may 
fix time within which the work shall be completed." 

"Section 5621. The county commissioners shall fix the 
salary of the members of the board of review, which shall not 
be less than $3.50 per day and not exceed $250 per month for the 
time such board is in session. 

"No member thereof shall be engaged in any other business 
or employment during the period of time covered by the session 
of the board." 

.' "Section 5624. Boards of review, within and for their re- 
spective municipalities, shall have all the powers and perform 
all the duties provided by law for all boards of equalization and 
review. They may hear complaints and equalize the valuations 
of real and personal property, moneys and credits within their 
respective municipalities." 
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Powers and Duties of State Tax Commission 

The State Tax Commission of Ohio was created by act of the 
legislature, May 10, 1910. It is composed of three members, 
not more than two of which shall belong to the same political 
party. Their salary is $5000 per year. They are required to 
devote their entire time to the work of the Commission. Their 
powers and duties for the administration of all laws for the 
assessment of taxes are broad and mandatory. For the assess- 
ment of real and personal property, their powers and duties are 
set forth in the following sections of the act of May 10, 1910 : 

"Section 81. The commission shall prepare and transmit 
to the auditors of the several counties, such forms of returns to 
be made by them to its office, and such instructions as it deems 
conducive to the best interests of the state upon a subject 
affecting taxation, or the construction of any statute affecting 
taxation the execution of which devolves upon any county or 
local officer. It shall see that all laws concerning the valuation 
and assessment of all classes of property, and the collection of 
taxes thereon are faithfully obeyed. It shall issue such orders 
and instructions to the different taxing officers as will carry into 
effect the provisions of law relating to taxation and shall enforce 
the same agreeably to the provisions of this act. Each such 
officer shall obey and observe all such orders and instructions, 
and upon failure shall be subject to the penalties herein provided. 

"It shall order a reassessment of the real or personal property 
in any taxing district, when in the judgment of said commission 
such property has not been assessed at its true value in money, 
to the end that all classes of property in such taxing district 
shall be assessed in compliance with the law. When a reassess- 
ment is ordered in any taxing district the commission shall 
appoint an appraiser or board of appraisers who shall forthwith 
proceed to reassess such property in such taxing district and 
who shall have all the powers, shall perform all the duties and 
shall receive the same compensation from the same sources as 
provided by law for the assessors of real or personal property 
as the case may be. It shall require county auditors to place 
upon the tax duplicate any property which may be found to 
have, for any reason, escaped assessment and taxation. 

"It may raise or lower the assessed value of any real or per- 
sonal property, first giving notice to the owner or owners 
thereof fixing a time and place for hearing any person or per- 
sons interested to the end that the assessment laws of the state 
may be equitably administered. Said hearing shall in case of 
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realty be had within the county in which said realty is situated, 
and in case of personalty within the county wherein the owner 
thereof resides if a natural person residing in this state. 

"For the purpose of protecting the public interest the com- 
mission is authorized to appear and upon its application entitled 
to be heard in any court or tribunal in any proceeding in which 
an abatement of taxes is sought. It shall be the duty of the 
clerk of any court of record in this state to immediately transmit 
to the commission by registered letter a copy of the petition 
filed in any action in which an abatement of taxes, assessed by 
the commission, is sought, and charge the fee therefor in the 
costs. 

"County auditors and all local officers shall observe and use 
such forms and obey such instructions." 

"Section 111. Whoever violates any provision of this act, 
or neglects or refuses to perform any duty herein required, for 
which a penalty has not otherwise been provided, or neglects 
or refuses to obey any lawful requirement or order made by 
the commission, for every such violation, failure or refusal shall 
be fined not less than twenty-five dollars nor more than one 
thousand dollars for each offense. In construing and enforcing 
the provisions of this section, the act, omission or failure of any 
officer, agent or other person acting for or employed by any 
public utility company, corporation or association acting within 
the scope of his employment shall in every case be deemed to be 
the act, omission or failure of such public utility company, 
corporation or association." 

"Section 112. Whoever, being a member of the Commis- 
sion, or an assessor or a member of a county board of equaliza- 
tion, or a person whose duty it is to list, value, assess or equalize 
real or personal property for taxation, shall knowingly or 
willfully fail to list or return for assessment or valuation any 
real estate or personal property, or knowingly or willfully 
lists or returns for assessment or valuation any real or per- 
sonal property at any other than its true value in money, or 
shall willfully or knowingly fail to equalize any real or personal 
property according to its true value in money, shall be fined 
not less than fifty dollars nor more than five hundred dollars, 
and in addition thereto, if he be an officer, shall forfeit his office 
or position." 

Full Valuation: No Increase in Taxation 

Taught by the example of West Virginia, the State of Ohio 
has commenced the work of placing all property on the tax list 
at its true value in money. 
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To protect taxpayers from an increase in taxation, induced by a 
large increase in the taxable value of property listed for taxation, 
the legislature at its session in 1910 enacted a tax limit law in- 
tended to safeguard taxpayers against increased taxation. 

Section 3 of this law provides, in substance, as follows : 

"The maximum rate of taxation in any taxing district for 
any purpose, as now fixed, shall be and is hereby changed so that 
such maximum rate, as levied on the total valuation of all tax- 
able property in the taxing district in each of the years 1911 and 
1912 and any year thereafter would produce no greater amount of 
taxes than the present maximum rate for such purpose, if levied 
on the total valuation of all taxable property therein for the 
year 1910 would produce, plus the additions provided for in 
Section 2, which are 'an amount equal to the aggregate amount 
of taxes levied in such district for the year 1909 plus 6 per cent 
thereof for the year 1911, 9 per cent for the year 1912, and 12 
per cent thereof for any year thereafter.' Any minimum rate 
required by law to be levied for any purpose, is hereby reduced 
in like proportion that the maximum rate is herein reduced. 
The intent and purpose of this act is to provide that an increase 
in the total valuation of all taxable property in the several taxing 
districts shall not increase the total amount of the taxes now 
levied therein, excepting to the amount of the additions herein 
provided for." 

Here is a positive safeguard provided to protect taxpayers 
against overtaxation during the four years' period for which 
values are established by the quadrennial appraisement. 

Public sentiment aroused to make it certain that there shall 
be no tax evasion by undervaluation will inevitably demand 
that there shall be no overtaxation. 

This tax limit law, as shown, provides a mathematical rule 
by which the amount that should be raised by taxation in any 
district can be definitely and easily determined. This renders 
groundless all fear of overtaxation, provided the people intelli- 
gently and effectively perform their moral and civic duty by 
creating a public sentiment strong enough and sufficiently well 
directed to make the enforcement of the law a certainty. 

Pull Valuation and a Low Tax Rate 

The constitutional provision requiring the taxation of all 
property by a uniform rule at its true value in money has never 



200 STATE AND LOCAL TAXATION 

been obeyed in Ohio. There is no evidence that a proper effort 
has even been made to enforce the law. Ohio is now reaping 
the natural fruit of permitted disobedience of law. 

Unpunished lawbreaking in one direction inevitably breeds 
disrespect for law in all directions. Recent events in Ohio, 
disclosing the true attitude of many people toward their laws, 
are showing a degree of degeneracy that is appalling. Instead 
of enjoying the blessings and stability of a government by law, 
we have a government by passion, prejudice, and ignorance that 
is fast developing a condition of anarchy. Our form of govern- 
ment cannot endure unless it is supported by loyal obedience 
to law on the part of its citizens. To prevent our form of gov- 
ernment from perishing it is absolutely necessary that a public 
sentiment be created and maintained that will, with righteous 
indignation, brand every lawbreaker as a traitor to his country 
more dangerous to the preservation and perpetuation of its 
institutions than those who openly assail its authority and flag 
by force of arms. 

There are two things which must be done by those who believe 
in "a government of the people, by the people, for the people." 
They must see to it that their laws are just, and that they are 
obeyed. If they fail to do these two things intelligently and 
effectively, they must prepare themselves for a reign of anarchy, 
to be followed by a dictatorship. 

During the year 1909 I made many addresses and used every 
instrumentality at my command in an effort to create a state- 
wide public sentiment that could be depended upon to sustain 
public officials in their efforts to enforce the law. Some fruit 
of this work is seen in the laws enacted by the legislature in 
1910 and in the platforms of the Democratic and Republican 
parties adopted in June and July of this year. 

The Democratic platform declares : 

"We favor a maximum aggregate tax rate of 10 mills [SI. 00 
per $100], without any right to increase it except by a vote of 
the people." 

The Republican platform declares : 

"We favor assessing all property, real and personal, at its 
true value in money and limiting the tax rate for all purposes to 
10 mills [$1.00 per $100]." 
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In my opinion, when all property is listed for taxation in 1911 
at its true value in money, and the amount to be collected by 
taxation is limited in each taxing district to the amount collected 
in such district in 1909 plus 6 per cent, the tax rate in 1911 for all 
purposes will not be more than 75 cents on the $100 in a majority 
of all the taxing districts in the State. 

Such a consummation will be a landmark in the progressive 
development of Ohio. 



Public Officials must be sustained by an Intelligent 
Public Sentiment 

For the first time in its history, the State of Ohio has a state 
Tax Commission endowed with ample power to enforce its 
taxation laws. Back of the state commission are county and 
city boards of equalization, revision, and review. These officials, 
intelligent, energetic, and determined as they undoubtedly are, 
cannot enforce the laws unless supported by a clearly expressed 
public opinion. When citizens are willing to obey the law its 
enforcement is easy. 

A deep-seated, long-established evil, by means of which those 
who practice it secure substantial tangible reward of cash in 
pocket, an evil that feeds greed at thfc expense of morality and 
civic duty, as does the evil of tax evasion by undervaluation, 
cannot be uprooted by an act of the General Assembly. The 
General Assembly has performed its full duty by providing the 
means by which this evil can be eradicated. If now the people 
fail to perform their duty, their lack of moral and civic stamina 
will be responsible for the failure now to secure all the benefits 
which recently enacted improvements in Ohio tax laws have 
made possible. 

Efforts are being made in various directions, inspired by many 
reasons, to create a vigorous public sentiment to sustain a de- 
mand for "law enforcement." No law has greater need to be 
sustained, by such a sentiment ; no law, intelligently and com- 
pletely enforced throughout the State, has greater power to 
benefit the people by securing for them diversified, widely dis- 
seminated, and enduring economic advantages than has the law 
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now on the statute books governing the assessment of real and 
personal property for taxation. 

Intelligent public sentiment cannot be created and maintained 
on this subject without the creation of voluntary organizations 
through which all taxpayers can cooperate. For this reason I 
have recommended that the taxpayers in each taxing district 
in the State organize an efficient committee through which they 
can cooperate with the taxing officials of their district, and with 
each other, to secure an intelligent enforcement of the tax laws 
of the State. This is the only way in which the vicious system 
of tax evasion, which has been permitted to exist since the 
adoption of the present state constitution in 1851, can be broken 
up. Every one knows this system is vicious, but no one can 
break it up single-handed. This cannot be accomplished by the 
officials and taxpayers in a single district or county. It can be 
accomplished only by a state-wide movement that will reach 
and organize the taxpayers in every taxing district in the State. 

Correction of Original Assessments the Only 
Equalization Required 

A fundamental mistake will be made if any city or county 
board, or if the state Board of Equalization, now designated by 
law as "The Tax Commission of Ohio," shall undertake to 
equalize values by any procedure other than that of correcting 
all original assessments so as to make it certain that each piece 
of property listed for taxation is placed on the tax list at its true 
value. This is the only method of equalization approved by 
those who promoted the enactment of the quadrennial appraise- 
ment law of 1909. It is the only method of equalization ap- 
proved by those who promoted the enactment of the tax limit 
law, and the State Tax Commission law, of 1910. It is the only 
method of equalization that can destroy the evil of tax evasion 
through undervaluation. It is the only method of equaliza- 
tion that can remove all inequalities between taxpayers, that 
can stop rewarding dishonest, and penalizing honest, tax assess- 
ments. 

It is obvious that all inequalities between taxpayers will be 
obliterated when each piece of property is entered on the tax 
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list at its true value in money; that all tax evasion by under- 
valuation will be wiped out ; that the values of all property will 
be equalized ; that no further equalization work can be required. 

Horizontal Method of Equalization Condemned 

All inequalities in valuations between the counties of the State, 
and between townships, villages, and cities within counties, 
exist, primarily, in inequalities in the original assessments as 
between taxpayers. The requirements of justice demand that 
such inequalities shall be removed by the correction of the origi- 
nal assessments, not confirmed by the horizontal method of 
equalization between taxing districts. 

The method of equalizing values between the counties of the 
State, and between townships, villages, and cities within coun- 
ties, by adding or deducting a certain per cent of the total, 
applicable to all valuations alike, does not remove inequalities — 
it confirms all inequalities existing between taxpayers. Instead 
of destroying the evil of undervaluation, the horizontal method 
of equalization protects all undervaluations and makes certain 
the rewards sought by those who seek to evade the payment of a 
part of the tax justly due from them. The evil of undervalua- 
tions cannot be destroyed until the horizontal method of equali- 
zation is abandoned. 

Annual Assessments Necessary for Economical and 
Accurate Work 

One of the worst effects of the system of decennial appraise- 
ments from which Ohio has suffered is found in the fact that such 
a system destroys all possibility of securing the services of expe- 
rienced men to do the work. Not only this, it makes it impos- 
sible to keep the records of one appraisement in proper form to 
be of service in making the next appraisement. 

On account of these conditions, those who are now attempting 
to appraise all real property in Ohio at its true value in money 
have not only to contend with the custom of undervaluation, 
confirmed by sixty years of practice, but they have to contend 
with the want of correct records, rules, and instructions tested 
by use, and their own lack of experience. 
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Work done under these conditions must necessarily be imper- 
fectly done, and thus render the imposition of an added expense 
necessary to correct errors and produce equitable results for 
taxpayers. 

No amount of good intentions and diligent work on the part 
of an assessor can render his service economical and satisfactory 
unless he has the necessary ability to do his work well, which 
can be acquired only by study and experience. It is not possible 
to select by election, out of the general citizenship, a body of 
assessors, to be employed for six months once in ten years, or 
once in four years, who will be as capable of doing their work 
correctly and as economically as will assessors, originally ap- 
pointed with reference to their fitness for service, who are kept 
continuously employed. 

It is to be hoped that the people of Ohio will be sufficiently 
instructed by the experience they will gain from the appraise- 
ment now being made to induce them to adopt annual appraise- 
ments in place of quadrennial appraisements, and the permanent 
employment of appointed assessors in place of elected assessors 
to serve for six months once in four years. 

Annual appraisements and permanent employment is the 
only system under which the work of appraising real and per- 
sonal property can be economically and accurately done. This 
is the only system under which it is possible to enforce tax laws 
and establish justice in taxation. 

Assessors of Real Property in Conference 

At the election held in November, 1909, the people of Ohio 
elected one assessor of real property for each township, one for 
each village, and five for each city, making a total of 2511 for the 
State, to begin their work on January 15, 1910. 

Immediately after election, the Auditor of State began to 
receive appeals from these newly elected assessors for instruc- 
tions as to how their work was to be done. Soon there was a 
flood of such appeals emanating from every section of the State. 

As a scientific appraisal of real property had never been made 
in Ohio, and as the work done for the decennial appraisement of 
1900 was done in a way to be utterly valueless as a guide for the 
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work to be done in 1910, the Auditor of State found himself 
unable to satisfy the demands made upon him. 

To meet this emergency, he called a state conference of all 
elected assessors of real property to be held in Columbus, Decem- 
ber 15, 1909. 

This conference was attended by about 1800 assessors, all 
eager to learn how to do their work correctly. They were 
addressed by Governor Judson Harmon and Auditor of State 
E. M. Fullerton, who warmly advocated the policy of full valua- 
tions and reduced tax rates. 

Desiring to obtain, for the service of the State, the best in- 
struction that could be given to these assessors in an offhand 
discussion of their problems and answer their questions, as 
president of the Ohio State Board of Commerce, I appealed to 
Mr. Lawson Purdy, president of the Department of Taxes and 
Assessments of New York City, and Mr. A. C. Pleydell, secre- 
tary of the New York Tax Reform Association, to address this 
conference for the purpose of giving these assessors, so far as 
it could be done in such a manner, the benefit of their studies, 
observations, and experience. As it was impossible for Mr. 
Purdy to respond to this call for help, he delegated Mr. George 
J. Craigen, assistant chief of the real estate bureau in his de- 
partment, to attend the conference and give the assembled 
assessors the benefit of his fifteen years' continuous service in 
the work of appraising real property in New York City. Mr. 
A. C. Pleydell accepted the invitation. 

No speakers ever had a more intensely interested audience 
than they had on this occasion. The afternoon session was 
addressed by Mr. Pleydell. Fifteen hundred assessors were 
present. A division was made for the evening session: town- 
ship and village assessors were requested to meet in one hall 
to be addressed by Mr. Pleydell ; city assessors were requested 
to meet in another hall to be addressed by Mr. Craigen. 

The interest at these meetings was so intense that an announce- 
ment was made that an overflow meeting would be held the 
next forenoon in the assembly rooms of the Columbus Chamber 
of Commerce, and would be addressed by Mr. Craigen and Mr. 
Pleydell. Although the conference was called for but one day, 
as many assessors attended this meeting as could find standing 
space in the audience room. 



i 
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Rules for Assessment of Real Property 

During their addresses, and in answering questions, Mr. 
Craigen and Mr. Pleydell made frequent reference to certain 
tables, rules, and suggestions which are the product of years of 
practical experience, and which are in daily use for the assess- 
ment of real property by assessors employed in New York City 
and in New Jersey. Urgent requests came from numerous 
assessors for copies of these tables, rules, and suggestions. 

To satisfy this demand, I announced that the Ohio State 
Board of Commerce would arrange to have these tables, rules, 
and suggestions printed, and would supply a copy of the same 
to all tax officials and assessors in the State free of charge. 

Mr. Lawson Purdy, Mr. George J. Craigen, and Mr. A. C. 
Pleydell kindly collaborated in the preparation of a thirty- 
page booklet, which was printed in New York under their 
supervision, containing the tables, rules, and suggestions desired. 
As announced, this booklet was supplied to all tax officials and 
assessors in Ohio by the Ohio State Board of Commerce. Its 
value was quickly recognized. Copies were sought by real 
estate men and taxing officials in other States. That it has 
been the means of rendering a needed and valuable service is 
attested by many letters received from assessors after their 
term of service had expired, but one of which can be given space 
here. It is as follows : 

"Lima, Ohio, July 18, 1910. 
"Ohio State Board of Commerce, Columbus, Ohio. 

"Gentlemen: As a quadrennial appraiser of real property 
for the city of Lima, 1910, please permit me to extend to you 
my sincere thanks, and express my hearty appreciation for the 
services rendered me by your book of 'Rules and Suggestions' 
in computing the value of lands in parcels or broken lots. 

"When the price per foot front of a standard depth lot has 
been established, then your percentage tables become invalu- 
able ; and I can see no better way to do justice to the property 
owners of the same taxing district than that of your system. 

"Feeling that a general use of your plans would be largely 
conducive to equity in taxation, I am, 

"David M. Fibheb." 



TAXATION WORK AND EXPERIENCE IN OHIO 207 

Recommendation: Committee to Compile Tables and 
Directions 

Guided by this experience, I believe the International Tax 
Association can render a service of great practical value by 
creating a committee under whose auspices, in codperation with 
the city, county, and state tax officials of every State and Prov- 
ince, and with real estate men generally, a book of tables, rules, 
and directions for the assessment of real property can be com- 
piled and published, to be supplied at cost of publication to the 
taxing officials of every State and Province desiring the same. 

The official adoption by any State of tables, rules, and direc- 
tions so formulated will render the work of assessing real prop- 
erty uniform, equitable, and economical throughout the State, 
and similar action by all States will result in a body of com- 
parable statistics of real property values that will be of the 
highest value to property owners and taxpayers, taxing officials, 
and state legislatures. 

Comparable statistics, scientifically developed, will result in 
uniformity in tax laws and administrative procedure. In its 
report, to be submitted to this Conference, the Committee on 
Uniform Classification of Real Estate well says : 

"Without a proper statistical basis, true comparison between 
States and localities is impossible, and without true comparison 
the determination of the real economic effects of tax laws and 
their administration is impossible." 

An Astounding Proposition : Exploitation of Tax Assess- 
ment Work by a Private Corporation for Profit 

I have never known a person engaged in tax reform work who 
had a self-seeking commercial purpose. It is difficult to cor- 
rectly express the surprise and indignation felt by myself and 
others when men appeared at the state conference of real prop- 
erty assessors, distributing circulars announcing that a private 
corporation organized for profit proposed to contract with city 
boards of real property appraisers to do the work of determining 
the value for taxation of all real property in their respective 
cities. 
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This was a bald proposition to the boards of assessors to per- 
mit a private corporation to exploit for gain the work they were 
elected to perform with the aid of individually employed as- 
sistants. 

I at once denounced this proposal in the public press, inform- 
ing the assembled assessors and the public that all assessors in 
Ohio would be furnished, without charge, with the tables and 
rules in use in New York City for determining the value of real 
property, acknowledged to be the best in use by any tax-assess- 
ing officials in this country. This was done by supplying the 
booklet to which reference has been made. 

In a "letter of transmittal/' published in this booklet, Mr. 
Lawson Purdy, president of the Department of Taxes and 
Assessments, New York City, says : 

"These tables cover the rules that are commonly used by 
the deputies to assist them in determining and checking the 
relative values of different parcels of property. They will be 
of material assistance to any assessor. But they cannot take 
the place of personal inspection, nor do they remove the neces- 
sity for the exercise of careful judgment. 

"This department is always glad to be of service to tax offi- 
cials in any State, and if the assessors from your State should 
visit this department, they will receive a cordial welcome and 
will be afforded all possible assistance/' 

This private corporation has made but one contract in Ohio. 
It is, however, apparently canvassing the whole country, solicit- 
ing from city authorities contracts to perform tax assessment 
work upon terms which, if entered into, will constitute a public 
scandal. 

To illustrate : The contract attempted to be negotiated by 
this private corporation with the taxing authorities of the city 
of Philadelphia calls for payment to be made by the city at the 
rate of $1.70 for each parcel of land, and $1.70 in addition for 
the buildings erected on the land, the taxable value of which is 
determined by the appraising corporation. 

The following is taken from the Philadelphia Record for July 
22,1910: 

"There seems to be no limit to the cost of the proposed 
revision of the real estate assessments as indicated in council 
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yesterday. The finance committee approved a bill that will 
give the committee $85,000, out of which the appraisal company 
will receive about $70,000 for revising the appraised value of 
seven wards. 

"The company has fixed a rate of $1.70 per parcel, and where 
a lot is also occupied by a building, the whole is considered as 
two parcels, and the cost for appraising would be $3.40. It is 
estimated that at this rate, or the price of $70,000 quoted for 
the seven wards for which the appraisal company is to get a 
contract, it will cost $350,000 additional for the other forty 
wards." 

The Philadelphia Record says editorially in the same issue : 

"Philadelphia has seventy real estate assessors, at an annual 
salary of $4000 each. The Board of Revision of Taxes and its 
staff costs $60,240 more each year in salaries alone — a total 
of $340,240. If we are going to let out the work of assessing 
property values in this city, we had better do away with the 
officials who are paid to make the assessments, and save this 
third of a million that seems to be a duplicate expense." 

I am not informed as to whether this corporation has a fixed 
price and is offering its services to all cities on identical terms, 
or whether it fixes its price according to the wealth or gullibility 
of its victims. The one contract it has made in Ohio was made 
with the board of real property assessors for the city of Colum- 
bus for a lump sum of $7000 to cover the work for the entire 
city. This price is enormously less than it would be at the rate 
of $1.70 for each parcel of land and $1.70 in addition for each 
structure on the land appraised. There are in the city of 
Columbus 65,000 lots and 34,000 buildings, making a total of 
99,000 parcels. At the price charged Philadelphia by this 
private corporation, $1.70 per parcel, the cost to the city of 
Columbus would have been $168,000. The contract was made 
by Columbus for only $7000. Poor gullible Philadelphia I 

How the taxing authorities of any city can justify themselves 
for making a contract similar to the one proposed to be made 
with the city of Philadelphia is beyond my ability to under- 
stand. 

Mr. A. C. Pleydell makes the following statement in a letter 
published in the Philadelphia Record for July 30, 1910 : 
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" Tables compiled by the New York City Tax Department 
and published in its report for 1907 show, for the large 
cities of the country, the following cost per parcel of as- 
sessing property: 

New York $ .88 

Boston 2.00 

St. Louis 45 

Detroit 34 

Baltimore 29 

Milwaukee 31 

Philadelphia 53 

Newark 1.10 

Pittsburg 85 

"These figures include the total cost of the departments 
which, in every instance, have other duties besides the mere 
appraisal of real estate ; and the parcels are the number of lots 
into which the city is divided, and this includes both lots and 
buildings. Boston is high because of the irregular character 
of its property, and the smaller proportion of ordinary residen- 
tial areas within the actual city limits." l 

The Assessment of Property for Taxation is a 
Governmental Function 

The exploitation for private profit of a public service which 
is directly responsible for determining the values of property 
for taxation cannot be condemned too strongly. It is a return 
to the system in vogue in ancient Persia, when despots farmed 
out the collection of taxes to petty satraps. It will tend to 
transform those who exercise the power of taxation into farmer- 
generals, a privileged class in France before the Revolution of 
1789, who farmed or leased the public revenues of the nation 
and were guilty of great extortion. 

I indorse most emphatically the following statement made by 
Mr. A. C. Pleydell in writing upon this subject : 

1 Since these figures were printed in the Record the New York City Tax 
Department in its report for 1910 shows the "actual cost" of the real estate 
assessment to average 48 cents per parcel (lot, with building, if any) and $61 per 
$1,000,000 of valuation, for that city. 

In Newark the cost of real estate assessment is less than half the amount 
stated in the table, which included personal property assessment, and other 
expenses. 
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"The assessment of property for taxation is a governmental 
function which should not be contracted out to private indi- 
viduals. To determine the relative values of real estate re- 
quires the exercise of judgment and discretion, and involves 
not merely the doing of justice between individual property 
owners, but also the determination of the amount of their 
contributions to the public revenues. This is too serious and 
vital a matter to be turned over to contractors, however well 
qualified they might be to furnish technically correct valuations. 

"If assessment conditions in any city are bad, they will not 
be permanently corrected by bringing some one from the outside 
to make a valuation by a method of their own, for, in subse- 
quent years, the same inequalities will appear. The only way 
to secure good assessments is to have public officials who are 
capable of doing their work, and having them work out a system 
which can be used by them and their successors." 

In view of the foregoing, I recommend that the proposed 
committee on ''Tables, rules, and directions for determining 
the taxable value of real property" be instructed to devise and 
recommend all necessary forms for maps, field books, records, 
and other office utilities designed to render the work of deter- 
mining and registering values continuous, accurate, and econom- 
ical. 

In case any person becomes known to said committee as pos- 
sessing exceptional ability for such work, I recommend that he 
be employed to aid the committee in its work, and also, when 
requested, to visit the assessment departments of cities and 
counties for the purpose of instructing taxing officials in the 
practical use of the tables, rules, and directions, and in the 
preparation and use of maps, field books, records, and other 
official utilities devised and recommended by the committee, 
to the end that the best methods developed by study and ex- 
perience may be placed at the service of every city, county, 
State, and Province without exploitation by private individuals 
or corporations. 

Position of Real Estate in the Taxation System 

Real property is the fundamental basis of every system of 
taxation. It is tangible. Its location is fixed without power 
of removal. Every dollar required to be raised by taxation, 
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that cannot be obtained from other sources, must be and is 
obtained from the taxation of real property. 

Those who seek to secure an unjust advantage through under- 
valuing real property do not secure as large a reward as their 
shortsighted policy leads them to believe they obtain, because 
the tax rate is determined by the total value of the tax list and 
the amount of money to be raised. Every decrease in the total 
of the tax list increases the tax rate on all property, including 
real estate. 

The temptation to practice tax evasion by the undervaluation 
of real property, and by the undervaluation or secretion of per- 
sonal property, increases in proportion to the increase in the 
tax rate. 

It is easier to evade taxation by undervaluing, secreting, or 
removing personal property beyond the jurisdiction of taxing 
officials than it is to evade taxation by undervaluing real prop- 
erty ; therefore the custom of undervaluation is more favorable 
to personal property than it is to real property. 

Undervaluing real property justifies and compels the under- 
valuation and secretion of personal property. 

The rule that all property shall be taxed on the basis of its 
true value requires that, whenever real property is taxed on the 
basis of any per cent of its true value, all other property shall be 
taxed on the same basis. In view of this fact, it is folly to single 
out a certain class of property to be valued under drastic rules 
designed to result in a top-notch value assessment without 
bringing the valuation of all property up to the same standard. 
The requirements of justice will not permit this to be done. 

No owner of real property has a moral, he should have no 
legal, right to contend that property owned by public utility 
corporations, or that any other class of property, should be taxed 
on full value when his own property is not so taxed. 

Several cases have been decided by United States courts re- 
quiring a reduction of full-value assessments of certain property 
to the same per cent by which general property was under- 
valued. 

Mr. Edward R. O'Malley, Attorney-General for the state of 
New York, referring to the settlement of franchise tax cases 
where the franchise had been taxed at full value by the state 
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Tax Commission, in a letter addressed to the district prose- 
cuting attorney of Nassau County, under date of May 10, 1910, 
says: 

"Upon the investigation of these cases it developed that the 
relator would give evidence upon the trial that real property 
in the town of Hempstead is assessed by the local assessors at 
from 10 to 25 per cent of its full value. 

"The result was we were obliged to settle the assessments 
mentioned at 3 i per cent for the year 1908, and 35 per cent 
of the assessment for the year 1909. These settlements were 
certainly favorable to the town, in view of the fact that real 
property is assessed so low." 

Mr. J. E. Frost, president of the State Board of Tax Com- 
missioners for the State of Washington, in an official letter 
dated December 1, 1909, says : 

"The ratio of assessed to actual value is ascertained by this 
board, and the operating property of the railroads, street rail- 
roads, telegraphs, and other public service concerns assessed 
by this board, is assessed and equalized in the various counties 
throughout the State at the same proportion of its actual value 
as general property is assessed." 

The first fundamental step necessary to exterminate the evil of 
tax evasion by undervaluation and omission in all of its forms is 
to make it certain that real property is assessed at its true value. 
Doing this will establish a just basis for demanding that all other 
property shall be taxed at its true value, and the low tax rate so 
induced will render it possible for the owners of other classes of 
property to pay the tax required without suffering confiscation. 



Causes and Effects of High Tax Rates 

(1) Undervaluation of real property is the fundamental cause 
of high tax rates. It is absolutely necessary to increase a tax 
rate in proportion to the decrease of the total of the tax list, 
caused by undervaluation, in order to raise the amount of money 
required. 

(2) Values of real property, fixed for more than one year, make 
it necessary to provide for growing needs by levying a tax on a 
basis from which all growth in the value of real property is 
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excluded for the period the assessment is allowed to stand 
unchanged. This forces an increase in the tax rate from year 
to year. 

(3) The custom of undervaluing real property justifies and 
makes necessary the custom of undervaluing or omitting personal 
property. This results in still further decreasing the total of the 
tax list, and compels a corresponding increase in the tax rate. 

(4) It is not possible to undervalue real property in the same 
proportion that it is possible to undervalue or omit personal 
property. Therefore the vicious method of tax evasion by 
undervaluing real property results in the payment of a larger 
proportion of the total tax by the owners of real property than 
they pay when real property is assessed at its true value and the 
tax rate is correspondingly decreased. 

(5) The combined effect of these causes has resulted in raising 
the average tax rate in Ohio from $1.07 per $100 in 1851, when 
the state constitution was adopted, to $3 per $100 in 1900, a 
rate that compels the undervaluation or omission of personal 
property. 

Custom favors Tax Evasion by Undervaluation 

The moral and economic development of the people still gives 
greed mastery over patriotic civic duty. 

Custom still holds mastery over organic and statutory law and 
justifies taxpayers in evading lawful requirements through induc- 
ing assessors to disregard the law by placing the assessed value of 
their property on the tax list at the lowest figures they dare to 
make. 

Custom not only approves the action of assessors in favoring 
their friends and neighbors by undervaluing their property, but it 
applauds them for attempting to serve the general interests of 
their township, village, or city by aiding the taxpayers in such 
districts to evade, by means of undervaluation, the payment of a 
part of their just share of county taxes. 

Gathering strength by every step taken in broadening its 
base, custom applauds with increased ardor the so-called pa- 
triotism of county officials who are most successful in aiding their 
county to escape the payment of a part of their just share of 
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state taxes by means of securing approval from the State Board 
of Equalization of the most heavily undervalued county tax list. 

Dishonesty Rewarded — Honesty Penalized 

Governed by custom, instead of the requirements of correct 
moral and economic principles and statutory law, dishonest 
taxpayers who successfully evade the payment of a part of their 
just share of taxation by securing undervaluation are rewarded, 
and honest taxpayers, who aid assessors in listing their property 
at true value, are penalized by the amount of the tax so evaded. 

In the past the law has provided no adequate means for 
enforcing the constitutional provision requiring the assessment 
of all property at true value ; it has permitted individual tax- 
payers and taxing districts to reap the rewards of successful 
evasion through a corresponding decrease in the amount of their 
tax bills, and has penalized honest taxpayers who have not 
resorted to evasion by undervaluation by compelling them to pay, 
in addition to their own full share of the tax, enough more to 
make good the loss of revenue caused by the undervaluation 
secured by others. 

The fact that those who seek undervaluation are always 
active, while those who desire honest administration of the law 
are always passive, because they expect the assessor to place their 
property on the tax list at its true value, accounts for a majority 
of the horrible examples of tax evasion found in every list of 
taxable property. This is the fundamental cause of unequal 
assessments and of injustice between taxpayers. 

Tangible Savings — Intangible Losses 

Savings secured by dishonest tax evasion are tangible. Losses 
caused by dishonest tax evasion are intangible. 

The dishonest taxpayer who succeeds in cutting — say $100 
— off his tax bill, through securing an undervaluation of his 
property, knows the amount of his saving. He does not permit 
his conscience to be disturbed by thinking far enough to discover 
that he has made this gain only by filching that amount, by due 
process of law, from the pockets of his neighboring taxpayers. 



216 STATE AND LOCAL TAXATION 

The honest taxpayer, whose tax bill is increased by reason of 
the savings others are making through evasion secured by under- 
valuation, does not know the precise amount of his loss. He 
knows a high tax rate has caused him to pay a large tax bill, but 
he does not know why the tax rate is higher than it should be. 
He simply grumbles and subsides. His failure to study the 
problem with sufficient care and intelligence to enable him to 
discover precisely why and how he is victimized also prevents 
him from knowing precisely how work for the improvement of 
tax laws is a direct benefit to him. He is the victim of the greed 
of dishonest taxpayers on the one hand, and of his own lack of 
intelligent attention to his civic duty on the other hand. 

Cumulative Savings and Losses 

When an appraisement is made annually, the gain by dis- 
honesty is the amount saved by undervaluation for one year. 

When the appraisement is made for a fixed period of years, the 
amount so saved is multiplied by the number of years in the 
period. 

This shows that, in practical operation, the law says to the dis- 
honest taxpayer, "If you can secure an undervaluation of suffi- 
cient amount, your saving will be $100 on an annual appraise- 
ment, $400 on a quadrennial appraisement, and $1000 on a 
decennial appraisement." It also shows that the practical 
effect of permitting these savings by undervaluation is to penal- 
ize the honest taxpayer in precisely the same way and to the 
same degree. If his tax bill is increased by $100 on account of 
undervaluation practiced by others on an annual appraisement, 
his loss will be $400 on a quadrennial appraisement, and $1000 
on a decennial appraisement. 

Savings by Undervaluation increase in Proportion to the 
Value of the Property Affected 

This detail of the subject cannot be properly dismissed without 
calling attention to the fact that the savings secured by under- 
valuation increase in proportion to the length of the period for 
which the appraisement is made, and also in proportion to the 
value of the property affected. 
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A property the true value of which is $1000, taxed at 3 per 
cent, will bring its owner a tax bill for $30. If he can get that 
property on the tax list at 50 per cent of its true value, the tax 
rate remaining the same, his tax bill will show a saving of $15. 
But his effort to secure this saving may cost him so much in 
time employed and expenses incurred as to leave him practically 
no inducement to make the effort, if the saving can be realized 
for but one year. If, however, he can secure this saving for 
four or ten years, he may calculate that he can obtain a sub- 
stantial reward if his effort to secure the undervaluation is 
successful, and he may make the attempt. Men of small means, 
however, are not accustomed to making close calculations of 
this kind, and seldom, if ever, do so. 

The case of large taxpayers is radically different. A property 
the true value of which is $100,000, taxed at 3 per cent, will bring 
its owner a tax bill for $3000. If he can get that property on the 
tax list at 50 per cent of its true value, the tax rate remaining the 
same, his tax bill will show a saving of $1500 for one year. This 
is sufficient to pay for considerable time employed and expense 
incurred in an attempt to secure this gain. If, however, the 
appraisement is for a four-year period, the saving will be $6000 ; 
and if for a ten-year period, it will be $15,000. This inducement 
is sufficiently strong to make an attempt to secure an under- 
valuation a certainty, especially while neither the law nor cus- 
tom classes gains made by tax evasion, secured by undervalua- 
tion or otherwise, with gains made by stealing, and fails to brand 
the beneficiary of such gain as a thief. 

Greater Gains can be made by Full Valuations, Reduced 
Tax Rates, and Limited Expenditures than by Under- 
valuations 

The State of West Virginia reduced the average tax rate for all 
purposes, by making full valuations and limiting expenditures, 
from $2,151 P*r $100 in 1904 to 84f cents per $100 in 1908. 

Taught by this example, the State of Ohio is now endeavoring 
to reduce its average tax rate for all purposes, by making full 
valuations and limiting expenditures, from $3 per $100 in 1909 
to less than $1 per $100 in 1911. There is no reasonable doubt 
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of its success if the Tax Commission of Ohio will enforce obe- 
dience to the law as it has been given power to do. 

When large taxpayers understand the problems of taxation 
correctly, they will cease to employ expert and astute attor- 
• neys to secure reductions in their tax bills by means of under- 
valuation. They will reverse the process, and will seek to reduce 
their tax bills by employing attorneys and experts to see that 
all inequalities between taxpayers are abolished through the 
listing of all property at full value, and that increased expendi- 
tures are not permitted. They will make it certain that the 
saving they covet is made through a reduced tax rate, made 
possible by a full-value tax list. 

The law makes it the duty of every taxpayer to call the atten- 
tion of city and county boards of equalization, and of the state 
Tax Commission, to any undervaluation or to the omission of 
any property from the tax list of which he has knowledge. 

Any taxpayer who fails to perform his duty in this respect 
cannot consistently complain if the failure of public officials to 
intelligently perform their duty results in injustice to himself. 

When every taxpayer does his duty to himself and to his town- 
ship, village, city, county, and State in the manner herein indi- 
cated, the number of persons who are now saying they do not 
see how the work done and being done to improve tax laws is of 
any direct benefit to them will be reduced to a minimum ; and 
disrespect for law, shown by tax evasion, will cease to be a con- 
trolling evil, preventing a just administration of tax laws. 

Undoubtedly the situation is full of difficulties. None know 
better than those engaged in administrative duties that there is 
no short cut to success ; no simple principle of action that can be 
stated in a half-hour's talk, except it be to organize for the crea- 
tion of a masterful public sentiment and cooperate with all public 
officials to secure an intelligent, effective, and State-wide enforce- 
ment of all of the requirements of law. 

An Unsuccessful Attempt to reduce the Taxation op 
Real Property by the Imposition of Excise Taxes 

The effort to reduce the taxation of real property by the at- 
tempt to enforce a drastic tax inquisitor law has been shown to be 
a failure. 
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Another mistaken effort to reduce the taxation of real property 
was initiated in 1896 by the enactment of a law assessing an 
excise tax for state purposes of one half of 1 per cent on the gross 
earnings of railroad corporations. 

In 1902, under the leadership of Governor George E. Nash, 
without any economic necessity, purely for "buncombe" ex- 
pressed by the political demand that "The burden of taxation 
should be reduced for the farmer and small-home owner/' this 
excise tax was increased 100 per cent and its operation was ex- 
tended to all public utility corporations. At the same time a 
new excise tax for state purposes of one tenth of 1 per cent was 
assessed on the par value of the outstanding capital stock of all 
corporations organized for profit, other than public utility cor- 
porations, and the tax on insurance premiums was increased and 
wholly appropriated for state purposes. 

In 1910 the state excise tax on public utility corporations was 
rearranged to make the tax apply to gross earnings from intra- 
state business only. The effect of the rearrangement will be 
to decrease the amount of the tax paid by some corporations 
and to increase it for others, without increasing (it may decrease) 
the amount of state revenue from this source. At the same time 
the state excise tax on corporations for profit was increased 50 
per cent. 

It was the purpose of Governor Nash to reduce, and finally to 
abolish, the direct state general property tax, by means of 
special excise taxes levied exclusively for state purposes. In 
doing this he attempted to follow the example of New York. 

I did my best to convince Governor Nash that his policy could 
not succeed because revenue derived by excise taxes would 
induce extravagance, as there was no way to hold appropriations 
in check, members of the legislature feeling no restraint from 
their constituents who did not themselves feel a direct burden 
from the tax. I strongly urged him to adopt the policy of abol- 
ishing the direct state property tax completely by substituting 
for it a direct state tax on the annual expenditures of all local 
taxing bodies, thus shifting the pressure of taxation from valua- 
tion to local incomes expressed by local expenditures. Such a 
tax would tend to restrain extravagance on the part of the State 
and also on the part of local taxing bodies, because they would 
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at once feel the pressure of the tax and would realize that the 
less they expended, the smaller would be their proportion of total 
state requirements. 

In 1900 the total appropriations for state purposes made by 
the New York legislature was $23,934,000. The appropriations 
made by the legislature of New York at its regular session for 
1910 exceeded $42,000,000. 

In his message convoking the legislature in extraordinary ses- 
sion in June, 1910, Governor Hughes suggested to that body that 
it "take up the whole subject of State finances and, particularly, 
that it consider the question of a return to the plan of direct 
taxation on real and personal property." 

The total appropriation for the State of Ohio for the year 
1902 was $6,166,552.99. The total appropriation for 1910 was 
$9,056,650.71 ; an increase of 46.86 + per cent in eight years. 

1896 

Total duplicate $1,741,028,437.00 

Taxes collected 40,638,200.74 

Tax rate 23.34 + mills ($2.33^ per $100). 

1902 

Total duplicate $1,990,885,388.00 

Taxes collected 47,658,208.89 

Tax rate 23.94- mills ($2.39^ per $100). 

1909 

Total duplicate $2,389,978,349.00 

Taxes collected 71,706,370.88 

Tax rate 30 + mills ($3 per $100). 

This shows the failure of the attempt to reduce the taxation of 
real property by the imposition of special state excise taxes, and 
gives opportunity again to recommend the policy of obtaining 
all needed state revenue by a direct state tax on the total annual 
expenditures of all local taxing bodies. This will be a practical 
application of the income tax principle. 



TAXATION WORK AND EXPERIENCE IN OHIO 221 

The Result of Sixty Years of Experience 

The proportion of taxes paid on the grand duplicate by real and 
personal property was as follows : 

1860, real property, 77.8 % ; personal property, 22.2 %. 
1900, real property, 69.4 % ; personal property, 30.6 %. 
1909, real property, 67.76 % ; personal property, 32.24 %. 

This comparison becomes strikingly instructive when it is 
known that there is included in the personal property statement 
sixty years of development in the value of the personal property 
of all railroads, telegraph, telephone, electric light, and other 
modern utilities, as well as of all industrial enterprises of every 
kind, and all real estate used by them in the operation of their 
business. 

In 1851, the year in which the present constitution of Ohio was 
adopted, the average tax rate for the State, for all purposes, 
state and local, was 10.7 mills ($1.07 per $100). In 1909 it 
was 30 + mills ($3 per $100). The effort of to-day is to return 
to the rate of 1861, which was departed from by undervaluing 
real property, which increased the rate and prevented personal 
property from paying its full share of taxation. 

Commenting on these conditions, the Hon. James Garfield 
made the following statement in the address previously men- 
tioned : 

"Another evil which has developed from the conditions is 
the great lack of uniformity in valuation. The property which 
suffers most under these conditions is real estate and the per- 
sonal property which cannot be secreted/' 

Future Work guided by Experience 

This discussion of taxation work and experience in Ohio shows 
the steps that have been successfully taken to improve tax laws. 
It as clearly indicates that the steps which must be taken to still 
further improve these laws and to secure the benefits derivable 
from such improvements are as follows : 

(1) Public sentiment and the voluntary action of organised 
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taxpayers, cooperating with public officials of all classes, must 
make it certain that tax evasion by undervaluation shall cease. 

(2) Public sentiment and the voluntary action of taxpayers, 
cooperating with public officials of all classes, must make it 
certain that no more money shall be raised in any taxing district 
on the tax list for 1911 than was raised on the tax list for 1910, 
plus 6 per cent. 

(3) When the total of the real property section of the tax list 
has been fixed for 1911, as a result of the work done in adminis- 
tering the quadrennial appraisement law, public sentiment and 
the voluntary action of taxpayers, cooperating with public 
officials of all classes, must make it certain that all personal 
property that can be discovered is entered on the tax list at its 
true value, and that in this way it shall pay its just share of taxa- 
tion and contribute its just portion in making up the total of the 
tax list, thus making it possible to reduce the tax rate to the 
lowest practicable limit for the year 1911. 

Voicing what I believe to be the heartfelt desire of the people 
of Ohio, I formulate the teachings of their experience in the fol- 
lowing propositions : 

(1) All property, real and personal, should be entered on the 
tax list at its true value. 

(2) No more money should be raised on the tax list for 1911, in 
any taxing district, than was raised in 1909, plus 6 per cent. 

(3) The tax rate assessed on the tax list for 1911 should be the 
lowest per cent that will produce as much revenue for that year 
as was produced by the rate assessed on the tax list for 1909, plus 
6 per cent. 

It is my judgment, when these propositions are intelligently 
and effectively applied in the administration of its tax laws, that 
the average rate for all purposes in Ohio for the year 1911 will be 
materially less than 1 per cent. 

General Conclusions 

(1) To secure justice between taxpayers by an intelligent, 
effective, and an economical administration of the general prop- 
erty tax, it is absolutely necessary to develop into a profession 
the work of determining the values of property for taxation, 
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and of levying and collecting taxes by means of city, county, and 
state officials appointed regardless of political affiliations, who 
shall hold office for not less than six years, with the privilege of 
reappointment, and who, in consideration of reasonable salaries, 
shall be required to devote their entire time to the duties of their 
office. 

(2) To secure a just contribution for the support of govern- 
ment from all classes of taxable property, it is necessary to clas- 
sify and tax all subjects of taxation in conformity with their 
economic characteristics. 

(3) To cause a tax system to promote, instead of restrain, the 
development of all forms of production and distribution, inde- 
pendent action must be secured for state and local governments 
by assigning specific subjects of taxation to the jurisdiction of 
each, so that no subject shall be taxed by more than one taxing 
authority; and to permit the selection of those subjects for 
taxation, the taxation of which will most equitably diffuse the 
expenses of government among the people of each community. 

(4) To give stability and efficiency to its taxation system, it 
should be the policy of a State to classify for taxation all corpora- 
tions organized for profit, and to assess each class by a law having 
uniform application throughout the State; although the tax may 
be collected locally in some cases, at a fixed initial rate with an 
added differential, computed on a simply, clearly stated and 
easily verified mathematical basis which will avoid the uncer- 
tainties of the judicial discretion of taxing officials, and relieve 
taxpayers from unnecessary accounting and annoyances in 
making their tax returns. 

The taxes so levied should be in lieu of all taxation of the 
corporation or its property in any other form, excepting the taxa- 
tion of its real estate, which should be subject to local taxation at 
local rates, and should exempt from taxation the stocks and 
bonds issued by the corporation so taxed, however owned. 

(5) All property taxable on an ad valorem basis should be 
listed for taxation at its true value in money. 

(6) Taxpayers should acquire an effective control over public' 
expenditures through the adoption of the budget system of 
financing all local and state governments. 

(7) A uniform classification of the subjects of taxation, code of 
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laws, and system of administration, should be devised for all 
States in which freedom of action is not prohibited by consti- 
tutional provision. 

(8) In all States deprived of freedom of action by constitu- 
tional provisions, constitutional amendments should be proposed 
and urged for adoption until freedom is secured. Such action 
should be based on the opinion rendered by Justice Brewer of the 
United States Supreme Court, found in Volume 142, page 351, 
as follows : 

"A system that imposes the same tax upon every species of 
property, irrespective of its nature, condition, or class, will be 
destructive of the principles of uniformity and equality in taxa- 
tion and of a just adaptation of property to its burdens." 



DISCUSSION ON TAXATION IN OHIO 

Mb. P. L. Garrett (Delaware): As I understood Mr. 
Foote's paper, Ohio has passed a law making a maximum rate 
of taxes for all purposes $1 per $100 of valuation. In our State 
the taxes are levied by the county commissioner, by the school 
board, and by the municipalities. What I wish to know is how 
you would guard against these different bodies levying taxes 
which, on the whole, would more than aggregate the maximum 
provided for in your bill. 

Mr. Foote : It takes an eight-page circular, full of statistics, 
to answer that question. The law that we call our Tax Limit 
Law is the most difficult bill I ever had to draw. It tries to 
limit the taxes in several ways. In our State a good many 
of the revenues are determined by a certain fixed levy upon 
what we call the duplicate (you call it a tax list), and the law 
provides that those fixed levies shall be reduced in proportion 
to the increase in the tax list on account of the revaluation, so 
it keeps them automatically in position to receive the same 
amount of money that they now produce. Then, for the gen- 
eral tax levy, in addition to those special levies, the limit comes 
through the provision that no taxing district shall raise more 
money in 1911 when the new duplicates will be subjected to 
taxation than it raised in 1909, plus 6 per cent. If that limit 
is exceeded in any taxing district, it has to be done by a vote of 
the people. 

Where the maximum limit comes in that you refer to, the 
ten-mill ($1 per $100) limit is that the authorities of the taxing 
district may levy their taxes up to that limit on the new dupli- 
cate, if necessary, reducing their tax rates as I have described. 
They can go up to $1.50 per $100 under certain conditions, but 
they cannot go beyond that without a vote of the people. The 
only really valuable limit in the bill, in my judgment, is the one 
that provides that they shall not raise any more money for 1911 
q 225 
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than they raised in 1909, plus 6 per cent. We had to use the 
figures of 1909 because the 1910 figures were not available. 

The question that you asked me was one that gave us a great 
deal of trouble. Our members of the legislature insisted I 
could not figure it out, could not make it work, and you know 
it is very hard to make a thing work when you do not want it 
to work, and the only way I could actually do it was to take 
the counties of the State and show the effect on each county as 
a whole ; then show how it would affect the purposes within one 
selected county. Then I took the three large cities of Cin- 
cinnati, Columbus, and Cleveland, and figured it out on their 
basis, and then gave a whole batch of figures showing how 
it had been, done in West Virginia. That is the circular I 
referred to. 

Mr. Edgar B. Bacon (New Jersey) : Does the 6 per cent 
limit of increase apply to each succeeding year? 

Mr. Footb : No, sir, it does not ; in 1912 it may be 9 per 
cent in addition to the amount raised in 1909 ; in 1913 it may 
be 12 per cent in addition to 1909. We refer back to 1909 
all the time. 

Mr. Bacon : I was simply asking as a principle, that is all. 
I am inclined to the belief that a municipality should regulate 
its own affairs, and, as I understand your proposition, they 
would have the right to do so. 

Mr. Footb : Certainly they can. The difficult thing in the 
problem was to make it rigid and flexible at the same time. 

Mr. Charles A. Sumner (Missouri) : In Missouri we expect 
to submit a constitutional amendment by the use of the initia- 
tive petition, to separate the sources of state and county taxes, 
and to have what we call home rule in taxation. We also expect 
to take the limitation off, so that the progressive communities 
can have access to the wealth of that community in order to 
enlarge the functions of government and get revenue enough 
to maintain them. It seems to me that Mr. Foote's paper is 
taking the opposite view to what we are attempting to do down 
there, and I would like to know what the particular arguments 
are in favor of reducing the limitation so that we cannot have 
what we now have. For instance, now we own our own water- 
works in Kansas City, and the consumer of water is paying 
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enough to not only cover the expenses of the service, but about 
$250,000 for water used for city purposes. We are now petition- 
ing to change that so that the general revenues of the city shall 
take care of that expense and relieve the consumer. Now, 
we have not enough revenue to run our government as it is, 
and the objection to that amendment is, where will we get the 
revenue to maintain the present needs of the city. It seems to 
me that it is necessary, in our community, to lift the limitation 
rather than reduce it. 

Mr. Footb : Under the law I refer to you would put the 
question up to the people and ask their authority to increase 
the tax rate as high as you please, and if they accept it, you 
can use that tax rate. 

Mr. Sumner : The people in the city or the county ? 

Mr. Foots : The people in the taxing district, whether it is 
county or city. 

Mr. Sumner : That is what we are doing. 

Mr. Foote : That makes it flexible. 

Mr. Frank B. Schutz (Wisconsin) : I want to especially 
commend that part of Mr. Foote's paper in which he refers 
to the adoption of methods for the appraisal of land values for 
taxation. I believe that if a system of rules could be worked 
out and be adopted universally throughout the land, it would 
help a great deal in making taxes more equal and assessments 
more uniform. The basis of equal taxes is uniform assessment, 
and I believe if the suggestion of Mr. Foote could be followed, 
and a committee appointed to work out a set of rules, and those 
rules be submitted to the Conference and adopted, and adopted 
by the various taxing bodies throughout the country, that we 
would have uniform assessments and equal taxes. 
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RAILROAD TAXATION PROBLEMS 

By Robert H. Shields 
Member Michigan State Board of Assessors, Houghton, Mich. 

To one who has had to do with the practical side of life rather 
than with the theoretical, who has been educated in the slow 
school of experience rather than in the university whose curricu- 
lum includes the science of political economy, it is no small task 
to prepare in form and verbiage appropriate to so august a body 
as the International Tax Association an essay on a theme so 
pregnant with theories as "Railroad Taxation Problems." 
And so my subject might well be "Experience vs. Theory." Be- 
cause of individual selfishness there exists, and probably always 
will exist, great inequality in the taxation of railroads, as in other 
property, and any theory tending to ameliorate this condition 
ought to receive the closest study and attention from those inter- 
ested in this great problem. 

Speaking from experience, I would say that of all the theories 
advanced for the equitable taxation of railroads, at least those 
that have come under my observation, not one in its universal 
application supplies a satisfactory remedy. Experience teaches 
me that no single theory, no hard and fast rule may be applied to 
all railroads alike and produce equitable results in taxation. 

The lack of uniformity of method in the taxation of railroads 
in the different States furnishes one of the great railroad taxa- 
tion problems of the day ; and if some method could be devised 
and applied whereby all railroads, and especially interstate 
railroads, could be taxed upon the same general basis, one of the 
great railroad problems would be solved ; but no theory should 
be arbitrarily employed without first considering the equity of 
the results which follow it. 
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A casual study of the revenue laws of the various States of the 
Union reveals a wide divergence both in taxation principles and 
in their application, resulting in a corresponding difference in 
tax burdens that is well-nigh startling. For instance, the re- 
sultant tax on railroad property varies from $148 per mile in 
Indian Territory to $1936 per mile in New Jersey (1908), the 
average tax per mile for all States being $382, with only ten 
States approaching even approximately the average, the rate 
for Michigan being $396. This wide divergency in results can- 
not be entirely explained away by any theory of value ; it is 
the inevitable result of the application of different theories, 
or methods, of taxation by the taxing bodies in the different 
States, and calls for a remedy. 

Given a body of twelve hundred or fifteen hundred local 
assessing officers, each in his district valuing different parts 
of the railway property of the State, and the result will be 
inharmonious and inequitable. And yet in as great a measure 
this situation is produced to-day through the lack of anything 
even approaching uniformity of methods employed by the taxing 
bodies of the different States. And the results attained force 
the conclusion upon the investigator that the question of method 
is one of the most complex connected with the matter of railroad 
taxation. It also furnishes convincing proof that certain forms 
of specific taxation are employed because of their simplicity of 
administration rather than because of the equity of the results 
obtained. 

Whatever the first impression, analysis will show that the 
diversities in the various systems employed in the different 
States are not ultogether accidental or without reason, but they 
arise from the diversities in the general theory of taxation and 
from the peculiar problems which surround the whole subject 
of railroad taxation. 

My own State, Michigan, has had much experience in the 
taxation of railroads. It was some twelve or thirteen years ago 
that Hazen S. Pingree, then Governor, first warned the people 
of the great danger threatened by powerful private corporations, 
and he was the first to awake to the great inequalities in railroad 
taxation and to initiate steps for reform. At that time, railroad 
influence controlled the politics of the State, and railroad prop- 
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erty did not pay its fair proportion of the taxes. To-day all 
this has changed. The railroads of Michigan are not only out 
of politics, but are paying, under the system now in vogue, fully 
as much if, indeed, not more, taxes in proportion to their value 
than any other class of property. 

In Michigan all property is now assessed under the ad valorem 
system. By this is meant assessment according to the actual 
value of the property, and does not apply to the physical value 
of the property alone. In regard to railroads, it includes all 
their property, real or personal, used in carrying on their busi- 
ness. It includes the right of way, roadbed, stations, cars, 
rolling stock, tracks, and all franchises ; although the franchises 
are not directly assessed, but are taken into consideration in 
determining the value of the property. 

For the purpose of arriving at the amount and character and 
true cash value of railroad property, the State Board of Assessors 
may personally inspect the property belonging to the company, 
and may also take into consideration the reports filed with that 
board or the reports and returns of those companies filed in the 
office of any officer of the State, and such other evidence or 
information as may be obtainable or be possessed by that board 
bearing thereon. In other words, the board may avail itself of 
all the information it may obtain from any reliable source. 

Previous to the adoption of the present system, the railroads 
paid a specific tax. The principal objection to this system was 
the inequalities produced in the relative amount of taxes paid 
by the different railroad companies. The plan provided for a 
certain per cent of the gross earnings per mile, and was graduated. 
It may have been largely the fault of the graduation, but the 
fact remains that the tax was not an equitable one, and the system 
was abolished. 

Many theories were submitted to the State Board of Assessors, 
every one of them having strong advocates ; but we found no 
single theory adapted to an equitable assessment of all the 
railroads. 

Take the theory of net earnings as a basis of taxation. We no 
sooner began its application than we found a railroad that had 
no net earnings, and this theory in this particular instance had 
to be abandoned forthwith. The utter lack of uniformity of 
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system among the railroad accountants also made the net 
earnings reported too uncertain a quantity to apply generally 
with any degree of certainty that they were correct. Anyhow, 
could this theory be applied to a railroad company that had ex- 
pended a million dollars in extensions not yet operative and 
earning nothing ? These are some of the objections advanced 
against the net earnings tax theory. While I believe that the 
measure of value of a railroad property is its earning capacity, 
when it has any, the objections to the net earnings system are 
given to show the impracticability of its universal application. 

We found many objections to the so-called stock and bond 
theory of valuing a railroad, though fully appreciative of the 
advantage of knowing the value of stock and bonds issued. But 
as far as applying this theory to all the railroads in Michigan 
was concerned, it was found to be impracticable from the fact 
that the stocks and bonds of but a comparatively few railroads 
were quoted in the market, that the stocks and bonds of many of 
the railroads were unknown to the open market, and that the 
method could be applied only to the few quoted. 

Then, too, the computation of the bond values is rendered 
intricate and uncertain by reason of the fact that there may be 
several different issues of bonds issued by a company upon differ- 
ent portions of its line or upon the same portion of its line ; or an 
issue may cover a line partly in the State and partly in an ad- 
joining State; or the issue may have been made at a certain 
time covering the whole line, since which time the line may have 
been extended without it appearing how the issue is affected, or 
in what manner. 

Another difficulty encountered in attempting to apply the 
stock and bond method in determining the value of railroads 
lies in the separation of railroad property devoted to operation 
from the property owned by the railroad but not used in its 
operation. The stocks and bonds of a railroad company repre- 
sent the value of all the property owned by the company, 
whether devoted to operation or not; manufacturing plants, 
real estate, mines, elevators, warehouses, stocks and bonds in 
other corporations, etc. This latter property is subject to local 
appraisal and taxation. To ascertain and separate all these 
items and make the proper deductions from the total value 
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represented by the stocks and bonds, would involve more time 
and labor than the ends would seem to justify. And when we 
consider, in addition to the intricacy and uncertainty of the 
computation of stock and bond values, the manipulation by 
stockbrokers, regardless of actual values, and the many condi- 
tions that affect the price or value of the stocks and bonds re- 
gardless of the real value of the property itself, we cannot but 
appreciate the incompetency and unreliability of this system. 

It is contended by some that the best available measure of 
the value of a railroad is the cost of construction, as shown by the 
general balance sheet of the company. There can be little said 
in favor of this method. While it may be of assistance to the 
assessor to know the cost of the railroad in determining its 
value, the question of whether the road is worth more or less 
than its cost of construction is decided upon other considera- 
tions. We found that this method received the approval only 
of those railroads that would be benefited by its application, and 
it received but little consideration at the hands of the assessors. 

The great cost incidental to the annual appraisal of the physi- 
cal elements of a railroad for assessment purposes, and the ap- 
parent approximation only of values obtained, would seem to 
make this method impracticable, unsatisfactory, and without 
justification. 

Still another method, and one that claims some distinguished 
adherents, is what is called "the inventory method supplemented 
by a consideration of the effective earning capacity of the roads." 
Probably in Michigan this is better known as the "Cooley- 
Adams method." This method contemplates a complete in- 
ventory of all the physical elements of the road, showing the 
cost of reproduction and the present value supplemented by 
a capitalization of the net corporate surplus earnings. This 
scheme of railroad appraisal received its first application in 
1900 in Michigan, its execution being placed by the Tax 
.Commission under the supervision of Professor Mortimer E. 
Cooley, Dean of the Department of Engineering of the Univer- 
sity of Michigan, and, admittedly, a gentleman of great engi- 
neering skill and ability. In his appraisal of the so-called 
physical or tangible elements of the Michigan railroads, Cooley 
proceeded in the same manner as if a new road were projected 
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in the exact location of the present road, and computed the cost 
of building and equipping the road to the extent already existing, 
everything being new, and then, allowing for depreciation 
where deemed necessary and proper, fixed other values represent- 
ing the actual or present condition of those elements, subject 
to change with time. This work included a careful inventory 
and inspection by competent engineers of practically every 
locomotive and passenger car belonging to Michigan railroads, 
as well as all shop machinery and tools, locomotive, passenger, 
freight, and miscellaneous equipment and all stores and sup- 
plies. Experienced railroad engineers proceeded over the 
different railroads by means of hand cars or on foot, and made 
a personal inspection of all the railroads in the State. The 
work was classified under thirty-seven different items, or ac- 
counts, and included: engineering; right of way and station 
grounds; real estate; grading; terminals; bridges; culverts 
and trestles; ties; rails; track fastenings; frogs; switches 
and crossings; ballast; track laying and surfacing; fencing; 
cattle guards and signs; interlocking and signal apparatus; 
telegraph; stations, buildings, and fixtures; shops, round- 
houses, and turntables; shop machinery and tools; water 
stations; grain elevators; warehouses; docks and wharves; 
miscellaneous structures; locomotives; passenger equipment; 
freight equipment; miscellaneous equipment; telephone; 
ferries and steamships; electric plants; terminals; legal ex- 
penses ; interest ; miscellaneous expenses ; stores and supplies. 
The result of this most complete inventory showed the total 
cost of reproduction of the railroads of Michigan to be $202,- 
716,262, and the "present value," that is, the value after allow- 
ing for depreciation, $166,398,156. But this was an appraisal 
of the physical elements of the railroads, and did not presume 
to represent their actual or cash value. It was said that in 
many of the railroads there existed non-physical, or intangible 
or franchise elements possessing a value beyond that found in 
the appraisal of the physical properties. Mr. Cooley's part 
of the work being completed, the rest of the work embraced in 
this general plan was placed in the hands of Professor Henry 
C. Adams, statistician to the Interstate Commerce Commission, 
and no one more familiar with the work at hand, nor better 
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fitted by education and experience to cope with this subject, 
could have been chosen. 

The rule submitted by Professor Adams for the determination 
of the non-physical values of railroad properties is as follows : 

1. Begin with gross earnings from operation, deduct there- 
from the aggregate of operating expenses, and the remainder 
may be termed income from operation. To this should be added 
income from corporate investments, giving a sum which may 
be termed total income, and which represents the amount at 
the disposal of the corporation for the support of its capital and 
for the determination of its annual surplus. 

2. Deduct from the above amount, that is to say, total in- 
come, an annuity properly chargeable to capital, a certain per 
cent of the appraised value of the physical properties. 

3. From this amount should be deducted taxes, rents paid 
for the lease of property operated, provided such property is not 
covered by the physical valuation made the basis of the annuity 
referred to under paragraph 2, and permanent improvements 
charged directly to income. The remainder would represent 
the surplus which, capitalized at a certain rate of interest, gives 
the value of intangible properties. 

The following illustration will show the result of the applica- 
tion of the Cooley-Adams theory or plan, or the "Inventory 
method, supplemented by capitalization of corporate surplus 
earnings": 

Professor Adams found from the average gross earnings of 
the Michigan Central System for the years 1898 to 1902, in- 
clusive, that the average net earnings amounted to $ 3,620,377 
The Michigan proportion, based on track mileage, 

was 2,503,345 

Mr. Cooley had appraised the physical elements at 45,438,599 
Professor Adams allowed an annuity of 3£ per 

cent on the physical elements, or ... . 1,590,351 
He then deducted this amount from the total net 

earnings, leaving a remainder of 912,994 

This amount was then capitalized at 5 per cent to 
determine the value of the non-physical ele- 
ments, which amounted to 18,259,880 
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To this amount was added the value of the physical 

. elements appraised by Mr. Cooley at . . . 45,438,599 
And the total value of the road in question was 

fixed at 63,698,479 

Plausible as it may appear, however, this ingenious method 
does not entirely fill all the requirements of the case at hand, 
at least not as it was applied in Michigan. In the first place, 
it will be observed that at any stage of the process a deficit 
might be discovered, and where such was actually the case, the 
physical value as found by Mr. Cooley was taken and regarded 
as the value of the property. The rule, apparently, does not 
work both ways. Now, as a general principle, if the amount 
as shown by the physical appraisal of a railroad property which 
earns more than a fair percentage of profit does not represent 
its actual cash value, neither does the physical appraisal of a 
railroad property which does not earn a fair percentage of profit 
represent its actual cash value. And in this connection it may 
be of interest to state that in the Cooley-Adams appraisal of 
Michigan railroads a non-physical value was placed on only 
26 of the 123 railroads appraised, and the physical appraisal 
made by Mr. Cooley was adopted as the actual cash value of 
the other 97 roads. 

An analysis of this theory, therefore, disclosed the fact that 
in reality two distinct methods are employed in valuing the 
same class of property. The method employed in valuing the 
97 railroads that did not earn more than a "fair profit," 
is the inventory plan pure and simple, whereby the value was 
determined by an inventory of the physical elements only. 
While in the valuation of the 26 railroads earning more than 
a "fair profit" the capitalization of a portion of the net 
earnings, followed by a further capitalization of the surplus- 
net earnings, is the method employed. Here, then, we have 
two different methods or standards of valuation employed in 
valuing the same class of property, which is hardly in harmony 
with the constitution and laws of our State. 73 

But there is another reason which would preclude the applica- 
tion of this twin theory in assessing Michigan railroads. The 
rate of taxation levied against the railroads in Michigan is the 
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average rate of taxation levied upon other property of the State 
upon which ad valorem taxes are assessed for state, county, 
township, school, and municipal purposes ($20.67 per $1000 
last year). Now this theory is applicable to a considerable 
amount of other property in the State, but is not applied in a 
single instance, by any of the seventeen hundred assessing 
officers; and, furthermore, because of the technical skill and 
theoretical training required for its intelligent application, its 
adoption is not likely. 

It would, therefore, be manifestly unfair to adopt this plan 
in the assessment of the railroad property unless the same plan 
be used in the assessment of all other property to which this 
theory might equally apply. 

I have so far enumerated some of the railroad taxation prob- 
lems. In Michigan the problem of how to compel the railroad 
companies to pay at least their fair share of the tax burdens of 
the State has been solved. 

But there are two problems in connection with the taxation 
of Michigan railroads that are not solved, problems that are 
becoming of greater importance every day to every taxpayer 
in the State. 

The first of these problems is how to obtain an equitable and 
fair rate of taxation to apply to the assessed valuation of these 
properties. As before stated, the rate applied is the average 
rate levied upon other property of the State upon which ad 
valorem taxes are assessed for state, county, township, school, 
and municipal purposes. It is the sworn duty of the State 
Board of Assessors to assess the railroad property at its full cash 
value and to ascertain and determine the average rate of taxa- 
tion levied upon other property and to tax the property of the 
several companies accordingly. The board has no discretion- 
ary powers to equalize. The rate, obtained by a simple mathe- 
matical calculation, must be applied. The amount of taxes 
to be raised is not determined in the same way as are the re- 
quirements for state, county, township, and municipal purposes. 
Now, while we do not contend that the railroad companies are 
assessed beyond their value, it is notorious that the general 
property in the State is assessed far below its value, resulting 
in an "average rate" correspondingly higher than it ought to 
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be, and which is becoming almost embarrassing. This is one 
of Michigan's railroad taxation problems yet to be solved. 

The other problem referred to relates to the disposition of 
the taxes paid by the railroad companies. All taxes collected 
from the railroad companies are distributed to the various 
school districts in the State in proportion to the number of chil- 
dren of school age residing therein. The money so received 
by these school districts can be applied only in paying the 
wages of school-teachers and tuition for high school pupils and 
for no other purpose. 

While, theoretically, this method of distribution would seem 
equitable on its face, the fact is that many school districts in 
the State are receiving annually more money from this source 
than can with any degree of reason be applied to the payment 
of teachers' salaries and tuition as required by law. This has 
resulted in the accumulation of large funds in the treasuries 
of many of these school districts, in some instances amounting 
to thousands of dollars; and as these accumulations will increase 
from year to year as the annual distribution of railroad taxes 
is made, the situation a few generations hence may be better 
left to the imagination. 

In closing, I would say that in the preparation of this paper 
I have rather confined myself to railroad taxation problems that 
have come under my observation in Michigan, and they are 
respectfully submitted here with the indulgent hope that some 
of the experiences cited may be of some possible benefit to 
those interested in solving the great problem of railroad tax- 
ation. Those experiences have led me to the following con- 
clusions : 

1. To remove inequalities in the assessment of all property 
taxable on an ad valorem basis, the text of the laws and the 
methods of their administration should be improved so as to 
require the use of uniform tables, rules, and directions by all 
local assessors and boards of review or equalization, with the 
view of making assessment work more accurate, economical, and 
uniform throughout the State. 

2. Effort should be directed to the reduction of all ad valorem 
tax rates to the lowest practicable limit, by securing the assess- 
ment of all property at full value, and by limiting public ex- 
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penditures to the actual requirements of the government when 
economically administered. 

3. Public utility corporations should be assessed by a state 
board. 

4. Whenever, by the operation of law, or of custom, the gen- 
eral property of a State is assessed at any percentage less than 
full value, all property assessed on an ad valorem basis should 
be assessed on the same percentage of value. 



DISCUSSION OF RAILROAD TAXATION 

Mr. Richard W. Herbert (New Jersey) : Mr. Shields, I 
understood you to say that there is no way of getting at the 
assessed value of the projected new branch that you speak of 
being in the course of construction before it is in use and has 
earning power. I should think it could be gotten at in the 
same way as a building in course of construction. Whatever 
part of a building is erected on the tax day should be assessed 
at its actual value, even though it will not have any earning 
power for some months. Why cannot the railroad be assessed 
at its value on the tax day? 

Mr. Shields : If you were assessing the railroad, you could 
not assess that part until it had net earnings. 

Mr. Herbert: Hotels or office buildings have no earning 
power until they are completed. 

Mr. Shields : I am speaking of applying a single theory to 
the value of all these railroads, regardless of results. You have 
to wait until you get a net income before you get the valuation. 

Mr. A. C. Pleydell (New Jersey) : Mr. Shields spoke of 
the trouble over the distribution of the school funds. If the 
distribution is made in proportion to school attendance, I should 
think that the expenses for teachers' salaries would run about 
the same, per attendant. Why is it that some districts have 
so much more money as the result of that distribution? Do 
they distribute the railroad tax on the basis of the assessed 
valuations of property in the district ? 

Mr. Shields: The tax is distributed in proportion to the 
number of children of school age in that district. Now I have 
in mind one district with a large number of scholars attending 
in the adjoining district. The per capita is received by the 
district in which they reside. 

Professor David Friday (Michigan) : Having been a school- 
teacher myself in Michigan, I think I can answer Mr. Pleydell's 
question. We have in Michigan school districts where the 
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children of school age will range anywhere from twenty to one 
hundred. It is not uncommon to find a school district with 
one hundred children of school age, who actually attend, under 
the supervision of but one teacher, who is hardly ever paid 
over $60 a month, — $50 is a common thing. It is not true that 
the number of teachers varies directly with the number of chil- 
dren of school age. 

Mb. Pleydell : The fault is, then, that these rural districts 
do not avail themselves of the funds coming from the State to 
give the children a proper education, equal to the children in 
the cities. It is the fault of the districts themselves. 

Mb. Nils P. Haugen (Wisconsin) : Wouldn't it be better, 
for that reason, to make partial distribution, at any rate, on 
the basis of school attendance instead of the number of children 
of school age? 

Pbofessob Friday : I do not think so. 

Mb. Haugen: It would make it pay better to send the 
children to school in that case* 

Pbofessob Friday : Where you have one district with not 
many children of school age, there it is manifest that you have 
to hire one teacher. You have got to keep the schoolhouse 
open, and the expense is the same as where you have another 
district with one hundred children of school age. 

Pbofessob James E. Patterson (Kentucky) : This is the 
first time that I have ever heard of any schools of any State in 
the Union being embarrassed by a surplus. 

Chairman Mann : We do not have any trouble about that 
in our State. 

Mb. Shields : In regard to the distribution of school money 
in Michigan, a further reason is this: Money is distributed 
according to the number of children of school age between five 
and eighteen. Now, in some districts probably half the chil- 
dren attend parochial schools. The money received is applied 
to the public schools only, but the children who attend the 
parochial schools are counted in as children of school age. 
• Mb. Pleydell : Wouldn't that be rectified, then, by basing 
the distribution upon actual public school attendance of a pre- 
ceding year? 

Mb. Shields : It might be. 



RAILROADS AS TAXPAYERS 

By T. A. Pollbys 
Tax Commiflsioner, C., St. P., M. & 0. Ry. Co., St. Paul, Minn. 

It is safe to state that the great majority of our citizens pos- 
sess at least one definite conviction concerning railroad taxes. 
The average citizen believes (and is ordinarily willing to swear) 
either that the railroads of the United States are vastly over- 
taxed or else that they are tremendously undertaxed. In this 
matter, as in many others of public importance, we are too 
prone to base our opinions upon hearsay and to disseminate 
them upon suspicion. This improper mental attitude prevails 
not only among the body of citizens at large, but also, to a con- 
siderable degree, among the very men whose duties have to 
do directly with the subject of railway taxation, whether as 
railroad representatives or as public officers. The fund of accu- 
rate information properly pertaining to the subject has thus 
far been unnecessarily incomplete, and the information which 
has been available has too commonly been so handled as to 
serve the temporary interest of mere partisans rather than to 
advance the establis ment of economic truth. The thing most 
needed now among all men having to do with railway taxation 
is the cultivation of the true scientific spirit — the spirit which 
wishes to know, is willing to recognize, and has the courage and 
honesty to act upon the very truth. 

In most of the commonwealths of the United States railroads 
are taxed upon valuations of their property fixed by state or 
local officers or by both. In other words, the old and oft-reviled 
general property tax still prevails as to railroad property in 
most of our States. Economists, tax conferences, and special 
tax commissions have repeatedly urged the abandonment of 
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the general property tax as a basis for railroad taxation, but 
thus far with little effect. The substitute most frequently 
suggested has been the tax upon gross earnings. The plan re- 
cently proposed by Mr. Allen Ripley Foote provides for a tax 
upon railroad gross earnings, graduated, in part, in proportion 
to the relation borne by operating expenses to gross earnings. 
It provides for a tax upon gross earnings, but the rate to be 
levied against such earnings is to be varied in proportion to the 
net earning power of the individual companies. Under this 
plan the less the percentage of operating expenses to gross 
earnings, the higher will be the tax rate applied to such gross 
earnings. Could this plan, as to its general features, be put into 
operation throughout the country, it would undoubtedly prove 
a very satisfactory solution of the perplexing problem of rail- 
way taxation. But it must be conceded that the prospect for 
the general adoption of such a plan by the various States is 
very remote indeed. There is nothing to indicate that the gen- 
eral trend of public opinion in the country at large at the present 
time is toward the taxation of railroads upon a purely earnings 
basis, nor is it likely that such a sentiment can be created and 
widely extended for many years to come. 

So it is probable railroads will long continue to be taxed, in 
most of our States, upon the assessed value of their property, 
rather than directly upon earnings, either gross or net. This 
being the case, all earnest students of railway taxation should 
address their efforts, at least in part, toward the slow but steady 
betterment of the more objectionable features which now per- 
tain to the ad valorem taxation of railway property. Such 
efforts, persistently put forth, will gradually bring about material 
improvement in the conditions and methods which constitute 
the more glaring faults of the existing system. Let no one 
look for speedy improvement. If he does, he will be disap- 
pointed. The program for all students of the question should 
be (1) the more and more thorough and systematic gathering 
and grouping of all essential facts necessary to a proper under- 
standing of the problem; and (2) the more and more thorough 
and honest weighing and consideration of the information thus 
gathered and coordinated. We should free our minds, so far 
as humanly possible, from the warping influences of bias and 
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preconceived opinions not based upon real research. Our 
criticism of the work of others engaged in this field of investiga- 
tion should be constructive, not destructive merely. If we can- 
not show how a thing can be better done, it is of little worth to 
prove that it is poorly done. 

With the increasing tendency toward the establishment of 
permanent tax commissions in the various States, the outlook 
grows constantly brighter for a more and more thorough investi- 
gation and understanding of all the multitudinous facts entering 
into the railway taxation problem and for a more and more 
candid and courageous weighing and consideration of those 
facts. 

I desire now to draw attention to three features always and 
necessarily involved in the valuation of railway property for 
taxation in any State taxing railroads on the ad valorem basis. 

(1) The railway system is the proper unit for the valuation of 
railway operating property. It is first necessary to determine 
the value of the railway as an entirety before it is possible to 
logically assign a value to that portion of its lines lying within 
a given State. Various sources of information are available 
for the determination of system railroad valuations. The stock 
and bond plan continues to be used to a greater or less extent 
in many States. When extended over a reasonable period of 
time, and when proper allowance is made for the fact that stock 
and bond quotations represent all the corporate assets of a rail- 
road company, and not merely the operating property, which 
alone is taxable against it under an ad valorem law, there seems 
to be no good reason for rejecting from consideration the net 
value of operating property indicated by such quotations. 
Capitalization of average net earnings for a period of years 
(usually at the rate of 6 per cent) has been employed in many 
instances as an aid in the determination of system values. It 
should be kept in mind that the railroad net earnings reported 
to the Interstate Commerce Commission under the accounting 
rules in force since July 1, 1907, are entitled to far greater con- 
sideration, as an indication of value, than are the net earnings 
reported prior to that time. The appraisals of physical railroad 
property on the basis of cost of reproduction new furnish a body 
of information, now rapidly increasing, relative to the value of 
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railroads, viewed from still another standpoint. A composite 
system value reflecting simultaneously stock and bond quota- 
tions, capitalization of net earnings, and cost of reproduction 
new would doubtless be more reliable than a value based solely 
upon one of these lines of information. In computing railroad 
values it is always convenient and desirable, for comparative 
purposes, to reduce them to an average value per mile. 

Census Bulletin 21, issued in 1904, details the plan used by the 
federal authorities in working out the commercial value of rail- 
road operating property at that time. A formula was originated 
by me so framed as to be easily applicable to any individual 
operating railroad company, but which should produce an aver- 
age commercial value per mile for all the railroads of the coun- 
try in 1904 identical with that declared by Census Bulletin 21, 
namely, $52,600 per mile. It was assumed that this formula, 
when applied to the data pertaining to years later than 1904, 
would give results for the country at large not materially differ- 
ent from those which would probably be announced by the 
census authorities for those years, if worked out by the more 
intricate process detailed in Census Bulletin 21. The formula 
referred to may be briefly stated as follows : Capitalize the sys- 
tem average gross earnings per mile for a five-year period ending 
in the year in question at the rate of 16.40 per cent, the average 
net earnings per mile for the same period at 5.66 per cent, and 
the sum of the average maintenance charges per mile for way 
and structures and for equipment at 4.316 per cent. Add to- 
gether the three results and divide their sum by three, the re- 
sulting quotient being the estimated commercial value per 
mile for the given railroad for the year in question. Values 
computed by the use of this formula are very strongly corrobo- 
rated by values worked out by other methods. It should be 
noted that the formula gives simultaneous effect to three leading 
elements of railroad value, namely, gross earnings, net earnings, 
and state of maintenance. It should also be borne in mind that 
the formula was intentionally based upon public statistics which 
are easily available from year to year for every operating rail- 
road in the country. Hence, by use of the formula, system 
values per mile can be worked out for various companies upon 
identically the same basis. This feature is exceedingly impor- 
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tant in connection with the difficult matter of properly equalizing 
railroad assessments as between the respective companies. 

To illustrate : Without mentioning the name, I will say that 
there is one railroad system of some 1700 miles with which I 
am quite familiar, a road which does not own a great deal of 
non-operating property, and therefore a road for which it is 
not a difficult matter to arrive at a stock and bond value of 
its operating property only. The stock and bond value of 
that road at the present time is computed to be eighty millions 
of dollars. Its average net earnings during the three years 
which have elapsed from the 1st of July, 1907, to June 30, 1910, 
capitalized at the rate of 6 per cent, would produce a valuation 
of a trifle under eighty millions of dollars. The chief engineer 
of that railroad company has, within recent months, completed 
an appraisal of that entire railroad on the basis of the cost of 
reproducing it new, and he certified to the officers of the com- 
pany that such cost of reproduction new is between seventy- 
nine and eighty millions of dollars. Now, if you apply the 
composite formula which I have just detailed to you, based on 
gross earnings, net earnings, and maintenance charges, you will 
get a slightly larger result than either of those, namely, between 
eighty-two and eighty-three millions. There is a variation of 
less than 5 per cent between the highest and the lowest of those 
four valuations. 

I want to say further that I happen to know the estimated 
cost of reproduction new of four railway systems located in 
various parts of the country and together comprising some 
15,000 miles of road. I have also for those four roads the 
system of commercial value as worked out by the triple-basis 
formula, and the average value per mile under the formula does 
not vary 5 per cent from the average cost of reproduction new 
per mile as certified by the engineers of those railroads. 

(2) Having determined the system value of a given railroad, 
the next step is the determination of the proper proportion of 
such system value to be assigned to a given State. This is 
one of the most difficult matters connected with railway valua- 
tion. There is and can be no ideally perfect method of making 
such apportionments, but they must be made nevertheless. 
We are confronted by a condition, not a theory. While the 
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apportionment must necessarily be made on a more or less 
arbitrary basis, still, out of several possible methods, we can at 
least select the one which seems the most reasonable. The 
United States Supreme Court long ago sanctioned the distri- 
bution of system railroad valuations in accordance with the 
length of first main track (or road mileage) within the given 
State, but the census authorities in Bulletin 21 repudiate this 
method and characterize it as the least satisfactory of all possible 
methods. All-track mileage (which takes into account all 
auxiliary tracks, as well as first main track) is certainly a much 
more just basis of apportionment than is the first main-track 
basis. The census authorities in 1904, after a careful survey 
of ten possible methods of distribution of system valuations, 
finally adopted the gross earnings basis as the best single method 
then available. By that method, system valuations are dis- 
tributed to the various States in proportion to the gross earnings 
made within those States. Personally I am convinced that a 
distribution on a composite basis which gives equal effect both 
to all-track mileage and to gross earnings meets the widely 
varying conditions of the problem much more satisfactorily 
than does a distribution on either basis singly. 

(3) The third great question which is always involved (though 
seldom solved) in the valuation of railroad property for taxation 
is this : Assuming that the full cash value of railroad property 
in a given State has been determined, then at what percentage 
of that value should such property be assessed in order to place 
it on the same basis in the payment of taxes as the great body of 
taxable property in the State, in accordance with constitutional 
and statutory requirements? In most of the States the in- 
formation possessed by or laid before assessing boards concerning 
the relation existing between the real value and the assessed 
value of general taxable property is altogether inadequate as a 
basis for just conclusions. One of the chief means for the 
betterment of the existing ad valorem system of railroad taxation 
consists in the continuous and systematic gathering, study, and 
practical application of all available information bearing on 
this great question. Probably not much can be accomplished 
in this direction so far as personal property is concerned, but in 
most of our States personal property constitutes only a minor 
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part of the total taxable wealth. So far as real estate is con- 
cerned, however, the situation is very different. By means of 
the use of recorded land sales the Wisconsin Tax Commission 
annually determines and announces the full, true value of all 
taxable realty for the State at large and for each county within 
the State. The methods by which the land sales are gathered 
and used and the reasons which justify their use for .the purpose 
stated are set forth in the printed reports of the Commission. 
A particularly full statement of the subject will be found in the 
proceedings of the ninth annual meeting of the Supervisors of 
Assessment of the State of Wisconsin, printed and issued under 
the supervision of the Wisconsin Tax Commission. In States 
where recorded land sales are not available in sufficient numbers, 
they may be supplemented by information derived from other 
sources, such as probate appraisals, the prices at which real 
estate is listed with agents for sale, and the value at which prop- 
erty is appraised as the basis for the negotiation of loans thereon. 
In conclusion : The task of gradually bringing about a better 
state of affairs as to the taxation of railroad property under the 
prevailing ad valorem system devolves chiefly upon the perma- 
nent state tax commissions now existing, or which may hereafter 
be created, and upon the tax representatives of the railroads. 
It is entirely feasible and in every way desirable that these two 
bodies of experts shall address themselves to the solution of this 
great problem, working toge her to that end henceforth, — 
steadily, publicly, harmoniously, and honestly. The outcome 
of such a course can be nothing else than a more and more 
perfect ascertainment of the real underlying truth and a more 
and more candid acceptance of that truth — whatever it may 
be — by all concerned ; by the public no less than the railroads, 
— by the railroads no less than the public. 



DISCUSSION OF RAILROAD ASSESSMENT 

Mb. Lawson Purdy (New York) : Mr. Polleys, in reaching 
the present reproduction value of railroad operating value, 
how is the value of the land arrived at ? 

Mr. Polleys : I will take up the country, which is a propo- 
sition more easily handled than property in large cities. Ter- 
minal property in large cities is a very distinct proposition. 
The ordinary country right of way and right of way through 
the minor cities and villages constitute much the same propo- 
sition. For such right of way there is first ascertained the 
value for ordinary commercial purposes of a strip of land ad- 
jacent to the right of way in question, to which basing value a 
multiplier is applied. 

Mb. Purdy: And you take that as of the time when you 
make the valuation, so that the value arrived at represents 
the present land value? 

Mr. Polleys : Yes. 

Mr. Purdy : Not the land value at the time the railroad was 
laid down ? 

Mr. Polleys : That is correct. And as to terminal proper- 
ties, the multiplier, "the factor," as we call it, is different. In 
St. Paul, under direction of the engineer of the State Board, 
as I remember it, the multiplier of "75 per cent" was used. 
That is, having arrived at what they would consider the values 
of the holdings of a given railway in that city for ordinary 
commercial purposes, they would increase that figure by 75 
per cent. In Minneapolis, I believe, they used a factor of only 
60 per cent, and in Duluth only 25 per cent. Investigation of 
local conditions in those cities led the state engineer to the 
belief that the factors mentioned were the correct factors to 
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use for those communities. His basing values for terminal 
property were very different from, and much lower than, the 
basing values of the railroad companies. In determining 
terminal values, each city should be taken up for special con- 
sideration. 

Mb. Pubdy : When you said "the all-track mileage basis" for 
determining the relation of railway operation property in two 
or more States, did you mean to include branches, sidings, 
and switches in terminal yards, and the like ? 

Mb. Pollets : Yes; every foot of trackage should be taken 
into account in the particular State in which it lies. 

Mb. Purdt : Did I correctly understand you to say that you 
thought that that method was far superior to the main-track 
mileage basis? 

Mb. Pollbys: I do. It is perfectly apparent, when you 
come to think of it,, that where you find great trackage density 
is in and about the large cities. That is where your capital is 
invested, and, in a rough sort of a way, that method of appor- 
tionment tends to distribute things both according to the 
earning capacity and the amount of money invested. 

Mb. William H. Corbin (Connecticut) : In estimating the 
average value per mile, do you take the entire trackage all over 
the road? 

Mr. Polleys : The system commercial values worked by the 
composite formula are per mile of road operated. 

Mb. Corbin : We have quite a large amount of four-track 
railroad, and in the distribution of the allotment of the taxes 
for the State of Connecticut, which comes from the stock and 
bond method, the practice is to allow one mile of a little branch 
in Massachusetts to offset one mile of four-track road in Con- 
necticut between New Haven and New York in determining 
the fraction. 

Mb. Polleys : I think that is absurd, although it has the 
sanction of the Supreme Court of the United States. 

Judge Oscab Leber (Maryland) : Mr. Polleys, you stated 
that the United States census authorities advocated the use 
of the gross earnings in apportioning the valuations between 
States. How do you determine the relative amount of gross 
earnings to be attributed to each State? 
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Mr. Polleys : With most railway companies in the Middle 
West that matter is practically figured out all the time. That 
is, most of the companies keep account of the gross earnings 
with reference to state lines. The earnings upon each ship- 
ment that moves or each passenger that travels are credited 
to the various States according to the proportion of the haul 
within the borders of each State. 

Judge Leber : Then you go back to the mileage again? 

Mr. Polleys: To the mileage of haul for each shipment, 
and mileage of trip for each passenger. That is a very useful 
basis of apportionment. But the gross earnings basis of appor- 
tionment alone apportions to certain less developed States like 
South Dakota a very small value per mile compared with the 
system value per mile of the entire system. If, however, you 
combine with the gross earnings basis the track mileage density 
basis, you would get in such States results considerably higher, 
and, I believe, results which would generally be considered 
more just. 

Mr. Purdy : How did you get those percentages of capitali- 
zation? Did you work it backwards? 

Mr. Polleys: Certainly, that is all there is of it. I ex- 
pected somebody to ask that, and here is the mental process 
I went through on that thing : I said to myself, "I do not take 
much stock in those census valuations. It does not look to 
me as though they are very near right." I have changed my 
mind a good deal about that, for various reasons which I do not 
need to explain now. But I said: "I don't care particularly 
whether these census values are right or wrong. They are de- 
clared by a body of men who at least have no local bias in this 
matter; they have worked a value per mile for all railroads 
of the country, and I will see if I cannot devise some formula 
that is easily workable for any and every company that will 
bring me back for the country at large to that same average 
per mile which is set by the federal authorities. By so doing, 
I shall evolve a process by which I can build up a system value 
for each and every company, and know I am treating each of 
the companies in the very same manner ; " and, gentlemen, 
I challenge any of you who are on an assessing board, or have 
been, to say that you know that you ever treated any two 
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railway companies exactly alike in the process of working out 
any valuation you have ever reached. 

Mr. Edgar B. Bacon (New Jersey) : Do you feel that rail- 
roads should be valued as a whole by one taxing authority for 
all of the States? 

Mr. Pollbys : Not necessarily. 

Mr. Bacon: I thought perhaps you wished to throw out 
some such hint by your paper. 

Mr. Polleys : No. I think that might be a very good thing, 
but I do not think it is necessary, and I do not believe we are 
within fifty years of it. It is perfectly feasible, it seems to me,' 
to develop some process that any State can use for itself in 
getting up a system value for a road that lies partly within its 
•borders. 

Mr. Bacon : So that the whole, when it goes through several 
States, as some of our systems do, will equal the value of the 
property as outlined by you. May I ask about the factor or 
"multiplier" that you use in the country to apply to the right of 
way value ? 

Mr. Polleys : I have had no personal direction or charge of 
that matter. I can simply state to you what has been done in 
several States of the Middle West which have considered it. 
I think in the State of Michigan they used the multiplier of 
"3." Having arrived at what they thought was the normal 
value for ordinary purposes of adjoining property, they figured 
it would cost a railway company, on the average, about three 
times that much to get it for right of way purposes, by reason 
of having to pay damages, and by reason of being held up con- 
stantly. In Wisconsin, I believe, the multiplier used was 
"W 

Mr. Purdy : It varied ? 

Mr. Polleys : It varies. 

Mr. Nils P. Haugen (Wisconsin) : It was more than that 
on the Northwestern line through to Janesville that has been 
recently built. 

Mr. Polleys : Oh, yes. As to Minnesota, the multiplier 
used by Mr. Morgan, the state engineer, and the multiplier 
which the railroads acceded to and themselves testified to in the 
rate actions which have since been on for hearing, was "3"; 
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so, speaking generally, the multiplier used for country right of 
way is "3." 

Mr. Bacon : I think, in New Jersey it is "3." The Supreme 
Court laid down that rule some years ago. Now, as to termi- 
nals, did you say that a factor of from 25 to 75 per cent was 
used? 

Mb. Polleys : Well, those were the factors used by Mr. Mor- 
gan, who worked out what you may call his basing values upon 
an entirely different process from that used by the railroads 
themselves. He reached a lower basing value than they did; 
the railroads themselves having taken a higher basing value, did 
not take factors as large as those used by Mr. Morgan. 

Mr. Bacon : What was the basing value? The question of 
terminals is quite important in New Jersey. We adjoin New 
York, and our terminals practically cannot be localized. Can 
you tell me what was the basis, or principle, used ? 

Mr. Polleys : I can tell you the principle used by Mr. Mor- 
gan, who was very much criticised by the railway men. He 
used land sales and ratios existing between such sale prices and 
the assessed value. He used the general ratio existing between 
land values and the land assessments of the whole city. He 
made up his mind the ratio in St. Paul, for example, was about 
60 per cent the city over, and he applied the city ratio to the 
assessed valuation of the parcels of property in a strip of land 
contiguous to the right of way, to get at what he thought was 
the ordinary proper basing value of the land within the right 
of way. That process was very much criticised by railroad men, 
for various reasons which I cannot fully state, although I think 
there was great strength in several of their arguments. Of 
course the railroads themselves got at their basing value in the 
usual manner, by a commission of experts. 

Mr. Hardin Bennion (Utah) : At the hearing in Salt Lake 
City before the Interstate Commerce Commission, the two prin- 
cipal roads that passed through Utah (the Denver & Rio Grande 
and the Union Pacific) testified through their officers as to the 
value of their roads, or cost of reproduction of those roads 
through that part of the country, which, of course, is higher than 
it is here in the East. The officers of those roads, and the engi- 
neers of the various departments of those roads, were not seek- 
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ing in any way to undervalue, because they were desiring to 
maintain high rates, and I think the two roads showed in round 
figures that one cost $56,000 to the mile and the other $59,000 
to the mile. 

I say that in verification of the composite values which I 
understood Mr. Polleys to say were $52,600 on the roads he 
named. 

Mr. Polleys: That $52,600 is the average commercial 
value per mile by Census Bulletin 21 for all railroads of the 
country in 1904. The value per mile of our own company, on 
the composite formula basis, is about $48,000 per mile, and its 
reproduction new value is a little over $47,000 per mile as 
against the $56,000 to $59,000 per mile the gentleman has 
stated for those two companies in Utah. 

Mr. Bennion : I think the difference is caused by the fact 
that the roads cost more in that mountainous country through 
the Rocky Mountains. 

ASSESSMENT OF PUBLIC SERVICE CORPORATIONS 

Mr. Bacon: I would like to ask Mr. Townsend, of West 
Virginia, how they arrive at their valuations for public utility 
companies? I refer particularly to railroads, telephone, tele- 
graph, gas, and electric light companies. I have had some 
experience in such matters, and not being an expert, I found it 
difficult to arrive at the true value of the property, and do jus- 
tice to the municipality which I represented, and to the com- 
panies themselves. I met conditions such as I have heard 
mentioned here to-day by the gentleman from West Virginia, 
regarding the valuation of gas property ; in one case the securi- 
ties were worth over fifteen million dollars in the market, and 
they did not have one half of this amount of tangible property, 
either real or personal. 

Now I would like to ask if the valuation was arrived at through 
the use of engineers and experts who were competent to value, 
or was it simply upon the judgment of an ordinary man ? 

In our State there is at this time, and has been for many 
years, an agitation regarding the valuation placed upon railroad 
property. A commission was formed to investigate the matter, 
s 



258 STATE AND LOCAL TAXATION 

and a full report has not been made. It is a live question as to 
what the valuations of the railroads are. 

I noted this morning the large increase made in the valuation 
all along the lines of property in West Virginia and in Kansas. I 
could understand how the increase in real estate valuations could 
be arrived at, without any great difficulty, but when it comes to 
the public utility corporations, particularly the electric light 
companies, the trolley lines, gas and telephone, telegraph, pipe 
lines, in which you explained there was a very large percentage of 
increase, I wondered how you arrived at the value. I will 
except the railroads now and refer to the others. Now, there 
are many assessors who are men from just the ordinary walks of 
life who have not the technical knowledge and are not experts, 
and it is difficult for them to arrive at the valuation of property 
with which they are not at all familiar. I am talking about the 
tangible property now — poles and wires and tracks and ties, 
etc. 

Mr. T. C. Townsbnd (West Virginia) : Public utility prop- 
erty in the State of West Virginia is assessed by the State Board 
of Public Works. That Board is made up of the Governor, 
the Auditor, the Treasurer, the State Superintendent of Free 
Schools, and the Attorney-general. The Tax Department of 
the State receives the reports from the different public service 
corporations — railroads, pipe lines, car lines, toll bridges, ex- 
press companies, telephone and telegraph companies, etc.; we 
do not assess electric light plants. The law clothes the State Tax 
Commissioner with authority to get all the available information 
possible from these different public service corporations. The 
Tax Department gathers the information, and then submits it 
to the Board of Public Works, and they make the assessment. 
We do not attempt to value the poles of a telephone line or the 
wire or the instruments, neither do we attempt to value sepa- 
rately a mile of pipe line. We value the property as a whole. 

Our law upon this question simply provides that all property 
shall be assessed at its value ; that is, at the price for which such 
property would sell if voluntarily offered for sale, upon such 
terms as such property, the value of which is sought to be 
ascertained, is usually sold. In other words, whatever method 
is applied by the commercial world for ascertaining the value of 
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these different classes of property, we attempt to apply in valu- 
ing them for purposes of taxation. Now, for commercial pur- 
poses, I take it that no man attempts to value a telephone com- 
pany by valuing the instruments, or the poles, or the wires, 
without considering anything else. 

The element of value which is chiefly relied upon by the Tax 
Department, and by the Board of Public Works, in valuing all 
the different classes of public service corporations, is the earning 
power of the property. When we get the value of it, as a whole, 
we distribute it to the different countiesjuid the different taxing 
districts in which the property is situated; we distribute it 
according to the physical property situated in that district. I 
recall one railroad valued at over seventy-five millions of dollars. 
We distributed that valuation largely according to the method 
suggested by Mr. Polleys. For instance, take the buildings 
along the line. We give to each taxing district in which these 
buildings are situated the value of that particular building, 
wherever found ; we give to each taxing district the value of the 
tools and the value of the machinery in which they are situated. 
After we take that from the total, then we give the remainder 
of the valuation to the different districts according to the 
mileage situated in the districts, and we include in that the main 
line, second track, and branches. That gives to the taxing 
district that has the terminal the benefit of the track in that 
terminal. 

Mr. Bacon : You say "take the commercial value.'' Do I 
understand you to say that is the market value of the securities ? 

Mr. Townsbnd: We take the stock and bond value ; we take 
also the earning capacity of the plant, and capitalize it, and take 
the two methods, and all the other information we can obtain, 
and reach the value of it as a whole. 

Mr. Bacon : Then you do not tax the value of the tangible 
property and have a franchise tax besides ? 

Mr. Townsbnd : No, sir. 

Mr. Bacon : We have different conditions in New Jersey for 
the railroads. 

Mr. Townsbnd: I take it that the commercial world in 
valuing telephone, or other property, would take into considera- 
tion every element that gave such property value. They would 
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consider its earning capacity, the value of its stocks, its bonded 
debt, its future prospects, the location of it, and in fact every 
element that went to give that particular property value for 
commercial purposes. That is exactly what we do. I do not 
think you can arrive at the value of any piece of property, to a 
mathematical certainty ; all we can do in valuing property for 
the purposes of taxation is to adopt, as near as we can, and as 
near as we can ascertain the facts, the same elements that are 
taken into consideration by the great commercial world in 
handling the same kind of property. 

Mr. Bacon : Then we would have to change our laws. We 
have a franchise tax, and they pay that. Then they come to 
the local men and say, "You can only tax us upon the property 
which we have in the locality." 

Mr. Townsend : You are confined in your State to reaching 
the value of the physical property. In other words, your law 
compels you to take a method for valuing property for the 
purpose of taxation that the commercial world does not recog- 
nize at all. 

Mr. Bacon : Yes. 

Mr. Pleydbll : Mr. Townsend, in determining the value of 
the railroad as a going concern, do you include or do you exclude 
the bonded indebtedness? Do you assess the railroad com- 
pany at what it would sell for if it was not bonded ? 

Mr. Townsend : We include the bonded debt in ascertaining 
the net value of the road. 

Mr. Pleydell: You take what the whole thing would be 
worth if there was no debt on it ? 

; Mr. Townsend: Yes. Because if it is a going concern, 
and solvent, it is presumed to be at least worth its stock and its 
bonds. 

Mr. Pleydell : Do you treat it as you would a piece of ordi- 
nary real estate in which you do not consider the mortgage, but 
take the value of the real estate as being clear ? 

Mr. Townsend : Yes. 



SOME JUDICIAL OPINIONS AGAINST DOUBLE 
TAXATION 

By Cotjbtenat Cbockeb 
Attorney-at-Law, Boston, Mass. 

It seems no longer to be a matter for debate in this Associa- 
tion whether or not shares of stock in foreign corporations ought 
to be taxed by the State in which their owner happens to have 
his domicile. That question and other questions of double 
taxation have been settled, I believe, on the ground that no 
system should be adopted which leads to taxing the same prop- 
erty, or practically the same property, twice, either in the same 
or in two different jurisdictions, for the same period of time. 
Unfortunately, the legislatures of our different States have not 
so clearly seen the injustice and inadvisability of such taxes. 

The question whether a tax based on the full market value of 
shares of corporation stock can lawfully be levied by a State 
in which the owner of the shares has his domicile, without refer- 
ence to the amount of property, if any, in such State, and when 
the corporation has been created by, and has received its fran- 
chise rights from another State, or whether such a tax would 
be held to be a taking of property without due process of law, 
and therefore invalid, under the provisions of the Fourteenth 
Amendment to the Constitution of the United States, has not 
yet been definitely decided by the Supreme Court of the United 
States. 

In a suit against the city of Maiden, Mass., that ques- 
tion on appeal will be squarely presented to the court in the 
near future. The suit was brought to recover taxes paid under 
protest on shares of stock in five so-called foreign corporations 
(that is, corporations organized under authority of States other 
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than Massachusetts, and whose properties are in States other 
than Massachusetts), and is based on the ground, and solely on 
the ground, that such a tax is unconstitutional as a taking of 
property without due process of law. In general terms, the 
argument in favor of the unconstitutionality of such a tax is 
that taxation is based on protection ; that taxation is only valid 
when an equivalent benefit is rendered to the taxpayer by the 
protection of. the property taxed; that taxation without an 
equivalent rendered in the way of protection is a taking of prop- 
erty without due process of law ; that the State of the owner's 
domicile gives no protection in respect of a share of stock in a 
foreign corporation in that the charter of the corporation is 
given and protected elsewhere, and the property of the corpora- 
tion is located and protected elsewhere ; that the only rights of 
a stockholder in a foreign corporation, namely, his right to share 
in the profits of the corporation from time to time, and his right 
to share in the assets of the corporation in case its corporate life 
is ended, are protected and enforced elsewhere, and that the 
State of the owner's domicile protects nothing but the certificate 
of stock, which is merely ev dence of ownership of property 
located elsewhere, and that, therefore, such a State cannot tax 
the owner of such a certificate except to the extent of its small 
value to him as an easily duplicated evidence of ownership. 

Principles of taxation which have been laid down by our 
Supreme Court in recent years encourage the hope that this 
contention may be upheld. 

While it does not seem desirable at this time to do more than 
suggest the line of argument which will be used before the court, 
it does seem desirable to call attention to certain cases in the 
state and federal courts in which judges have expressed opin- 
ions as to the inadvisability and injustice of double taxation. 

In the early case of Providence Bank vs. Billings, 4 Peters, at 
563, Chief Justice Marshall, in delivering the opinion of the 
court, said : 

"The power of legislation, and consequently of taxation, 
operates on all the persons and property belonging to the body 
politic. . . . This vital power may be abused ; but the Con- 
stitution of the United States was not intended to furnish the 
corrective of every abuse of power which may be committed by 
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the State governments. The interest, wisdom, and justice of 
the representative body, and its relations with its constituents, 
furnish the only security where there is no express contract, 
against unjust and excessive taxation, as well as against unwise 
legislation generally." 

Later, in the case of Pullman's Car Co. vs. Pennsylvania, 141 
U.S., 18, Justices Bradley, Field, and Harlan, in a dissenting 
opinion, said: 

"A man residing in New York may own a store, a factory, or a 
mine, in Alabama, stocked with goods, utensils, or materials for 
sale or use in that State. There is no question that the situs 
of personal property so situated is in the State where it is found, 
and that it may be subjected to double taxation, in the State of 
the owner's residence, as a part of the general mass of his estate ; 
and in the State of its situs. Although this is a consequence 
which often bears hardly on the owner, yet it is too firmly sanc- 
tioned by the laws to be disturbed, and no remedy seems to 
exist but a sense of equity and justice in the legislatures of the 
several States. The rule would undoubtedly be more just if 
it made the property taxable, like lands and real estate, only in 
the place where it is permanently situated." 

In Blackstone vs. Miller, 188 U.S., 189, Mr. Justice Holmes, 
speaking for the court, said : 

"No doubt this power on the part of two States to tax on 
different and more or less inconsistent principles leads to some 
hardship. It may be regretted, also, that one and the same 
State should be seen taxing on the one hand according to the fact 
of power, and on the other, at the same time, according to the 
fiction that, in successions after death, mobUia sequuntur per- 
sonam and domicile governs the whole." 

And the same year, in the case of Kidd vs. Alabama, 188 U.S., 
730, Mr. Justice Holmes said : 

"When we come to corporations formed and having their 
property and business elsewhere, the State must tax the stock 
held within the State if it is to tax anything, and we now are 
assuming the right to tax stock in foreign corporations to be 
conceded. . . . The real grievance in a case like the present is 
that, more than probably, they are taxed elsewhere. But with 
that the State of Alabama is not concerned. No doubt it would 
be a great advantage to the country and to the individual States 
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if principles of taxation could be agreed upon which did not con- 
flict with each other, and a common scheme could be adopted 
by which taxation of substantially the same property in two 
jurisdictions could be avoided." 

And finally, in the recent case of Buck vs. Beach, 206 U.S., at 
page 408, in which the Supreme Court decided that notes made 
and payable in Ohio, and secured by property in Ohio, the owner 
of which lived in New York, could not be taxed by Indiana 
simply because they happened to be there for safe-keeping, Mr. 
Justice Peckham, in delivering the opinion of the court, said : 

"Our decision in this case has no tendency to aid the owner of 
taxable property in any effort to avoid or evade proper and 
legitimate taxation. ... It does, , however, tend to prevent 
the taxation in one State of property in the shape of debts not 
existing there, and which if so taxed would make double taxation 
almost sure, which is certainly not to be desired, and ought, 
wherever possible, to be prevented." 

From these few extracts it plainly appears that the judges of 
the Supreme Court of the United States are keenly alive to the 
evils of the many forms of double taxation which have grown up 
as a result of the conflicting powers of our several States. Per- 
haps they have not seen how the particular tax complained of 
could be held invalid under the Constitution of the United States, 
or perhaps the question as to its invalidity under a particular 
provision of the Constitution was not raised or presented by the 
record with the necessary accuracy, but whatever has been their 
reason for not having decided the several cases which have been 
presented to them in such a way as definitely to put a stop to the 
evils of double taxation, it has evidently not been because they 
have failed to appreciate those evils. 

Nor have the judges of some of the state courts been slow to 
recognize the evils of much of the tax legislation of recent years, 
both in those cases where they have felt themselves justified in 
calling the attempted taxation unlawful and in those in which 
they have believed themselves to be powerless. Thus, in the case 
of Wilcox vs. Ellis, 14 Kan., 588, the court spoke as follows : 

"What is there in Kansas to be taxed? . . . Everything is 
and has been in Illinois; the consideration for the notes, the notes 
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themselves, the place of payment, the person to whom the notes 
are to be paid, and, presumptively, the payers and the funds which 
must be used in paying the notes, all are in Illinois, and have 
never been in Kansas. . . . Now, as the State of Illinois, and 
not Kansas, must furnish the plaintiff with all remedies that he 
may have for the enforcement of his rights connected with said 
notes, debt, etc., it would seem more just, if said debt is to be 
taxed at all, that the State of Illinois, and not Kansas, should 
tax it, and that we should not resort to legal fiction to give the 
State of Kansas the right to tax it." 

In the case of State of Missouri on petition of Taylor vs. 
St. Louis County Court, 47 Mo., 594, the question was as to 
the validity of a tax by Missouri on bonds of the Masonic 
Hall Association of St. Louis, Mo., which had already been 
listed and taxed at the decedent owner's domicile in Illinois, 
and which were then sent to St. Louis for ancillary administra- 
tion, and which were there taxed again. Bliss, J., in an able 
opinion, which was concurred in by the other justices, said : 

"It is evident that they [the bonds] should not be assessed in 
both States, though an erroneous assessment in one State will 
not exempt them from a correct one in another. ... If they 
are liable at all, it is because they are here protected by our laws 
and subject to the jurisdiction of our courts. 

"That the situs of personal property in the domicile of its 
owner is a fiction, though color is given to its truth by the law 
in relation to the distribution of personal estates. If a citizen 
and resident of St. Louis owns a farm in Illinois, no one pretends 
that the farm has any different location than if the owner lived 
upon it. But how with the cattle in its fields and stables, and 
the corn in its granaries? On what principle can they be said 
to belong to Missouri so long as they are upon the farm ? There 
is this difference, they can be removed to Missouri, while the 
farm cannot ; but, until removed, their situs is the farm ; they 
help to swell the wealth of the locality ; they are protected by 
its laws, and subject to its burdens. The same rule should be 
applied to bonds and notes, though from the different nature of 
the property their actual situs may be more doubtful. But, if 
it be established, although not the residence of their owner, the 
same result should follow as to them. Thus if money be left by 
a non-resident in the hands of an agent for investment and loan, 
the money itself, the instruments taken for it, and the various 
forms which it assumes, so long as they remain in the hands of 
such agent, are local property, and upon every principle should 
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be subject to the public burdens imposed upon other local prop- 
erty of the same kind. What difference does it make in the bene- 
fits derived by the owner from the protection afforded this prop- 
erty by the administration of the law, whether he live near it 
or abroad, or what difference in the expense of such protection ? " 

In Smith vs. Burley, 9 N.H., 423, the court used the following 
language, in the course of its opinion : 

"The Act of 1833 is broad enough to include them [shares of 
stock in manufacturing corporations] as subjects of taxation to 
the owner if such was the intention of the legislature ; but we 
cannot for a moment suppose that such an intention existed 
unless we can find that the provisions of the Act of 1827 [which 
taxed all property of domestic corporations to the corporation] 
... are repealed by the Act of 1833 ; for if that still stands, a 
taxation of the shares at their appraised value would in fact be 
a double taxation of the property, once to the corporation itself 
and again to the corporators, which would be unjust, oppressive 
and unconstitutional." 

And in Burke vs. Bedlam, 57 Cal., 594, Ross, J., said : 

"To assess all of the corporate property of the corporation, 
and also to assess to each of the stockholders the number of 
shares held by him would, *it is manifest, be assessing the same 
property twice, once in the aggregate to the corporation, the 
trustee of all the stockholders, and again separately to the indi- 
vidual stockholders, in proportion to the number of shares held 
by each. As well might it be contended that the property of a 
partnership should be assessed to the firm, and, in addition, that 
the interest of each partner in the firm property should be 
assessed to him individually." 

The foregoing extracts are presented, not with the intention of 
proving the illegality of schemes of double taxation, but in the 
hope that they may be of use in convincing legislators of the 
inherent injustice of such schemes. 



TAX LEGISLATION OF 1910 

By Clement F. Robinson 
Attorney-at-Law, Portland, Me. 

Less than a third of the legislatures of the country have 
assembled during the twelve months since the meeting of this 
association in Louisville. Regular sessions have taken place 
in Georgia, Kentucky, Louisiana, Maryland, Massachusetts, 
Mississippi, New Jersey, New York, Ohio, Rhode Island, South 
Carolina, and Virginia; extraordinary sessions in Illinois, 
Montana, New York, Oklahoma, and Texas. The Montana 
session lasted but a day, and was called merely to pass some 
appropriation acts. The Texas session was summoned to amend 
the fire insurance corporation law, and it was not expected that 
other legislation would result. I have not been furnished with 
an account of this Texas session, nor with reports on the legis- 
lation in Georgia, Louisiana, or South Carolina. The examina- 
tion of the laws passed by the other States on the list, however, is 
sufficient to make plain how diverse are legislative activities, 
and how varied the views on the subject of taxation. 

It is rather difficult to determine at present what is to be the 
ultimate fate of the federal Income Tax Amendment. On the 
whole, the tendency is not favorable to its adoption in the 
immediate future by the requisite number of States. In Georgia, 
Illinois, Kentucky, Maryland, Mississippi, Oklahoma, and South 
Carolina, to be sure, the amendment was this year formally 
approved. With Alabama, which unanimously passed a resolu- 
tion in favor of the Amendment, a year ago, there are now eight 
States which have given their votes for the proposition. But 
this number is small in comparison with the thirty-six which 
must approve before the Amendment becomes incorporated 
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into the Constitution. It is somewhat significant that in Massa- 
chusetts, New York, and Virginia, this year, a resolution in 
favor of the Amendment was defeated in one house after passing 
the other. 

Massachusetts was no more willing to liberalize its State 
constitution on the subject of taxation than it was to vest the 
federal government with the power of levying an income tax. 
The legislature defeated this year a proposed amendment which 
would permit a classification of property for the purposes of 
taxation. The plan was suggested in order to overcome the 
effect of a decision of the Supreme Court of the State, which had 
declared unconstitutional the so-called "three-mill tax" sub- 
mitted by the tax commission of 1907 as a partial solution of the 
difficulties of the personal property tax. The Legislature of 
1909 adopted the Amendment. By the terms of the Massa- 
chusetts constitution, the proposition had to come before the 
next succeeding legislature, before it could be submitted to the 
people of the State. The legislature of this year was chiefly 
induced to reject the Amendment by the report of a special tax 
commission of three members, which characterized it as liable to 
open the way to discrimination and injustice. 

New York leads in the number of tax laws passed this year. 
The most important of these is the amended inheritance tax 
act, which passed at the special session in July, after the Gov- 
ernor had vetoed the measure adopted at the regular session. 
The law which has been superseded based the tax on the size of 
the estate, and divided inheritors into two classes : direct heirs, 
who were taxed 1 per cent on the whole when the amount of the 
inheritance passing to this class was $10,000 or more ; collaterals 
and strangers, who were taxed 5 per cent when the amount of 
the inheritance exceeded five hundred dollars. The new law 
fixes the tax by the amount of each individual inheritor's por- 
tion. The rates and exemptions are as follows : parents, wid- 
ows, and minor children are exempt on $5000 of their portion, 
are taxed 1 per cent on the amount above this up to $25,000, 
2 per cent on the excess over $25,000 and up to $100,000, 3 per 
cent on the excess over $100,000 and up to $500,000, 4 per cent 
on the excess over $500,000 and up to a million dollars, and 5 
per cent on the rest of their portion. Adult children, brothers, 
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sisters, sons' wives or widows, daughters 9 husbands, adopted 
children, and lineal descendants are subject to the same rates 
except that the exempt part of their portion is but $500 each. 
All other inheritors (except religious, educational, and charitable 
institutions in New York State, which are exempt entirely) 
are exempt $100 on each legacy, and taxed five times the corre- 
sponding rates applicable to the other class on the remainder, so 
that a stranger receiving a legacy of two million dollars would 
pay 25 per cent on one million dollars of the amount. The tax 
applies to most property of nonresidents, including shares in 
New York corporations, even though the evidences of ownership 
are outside the State. There is no reciprocal clause, such as 
Connecticut, Maine, Vermont, and a few other jurisdictions 
have adopted in one form or another, for the prevention of 
double taxation by different sovereignties. 

Other changes in the tax laws of New York permit the owner 
of a single bond secured by a mortgage of land in the State which 
was recorded prior to the mortgage recording act, to secure 
exemption from taxation of the bond as personal property, by 
paying the mortgage recording tax fee of fifty cents on each 
one hundred dollars of the bond. Hitherto the exemption 
could be secured only by the payment of the tax on all the out- 
standing bonds in an issue, and such payment was practically 
an impossibility. 

The exemption of automobiles from taxation as personal 
property is one of the important features of a revised automo- 
bile law, but this law fixes a schedule of state license fees, 
graded according to horse power. 

The Governor vetoed what would have been a vicious act : 
a measure granting permission to omit from the tax-roll land 
scheduled as of "no value." 

By creating a permanent tax commission, Ohio has this year 
joined in a movement, inaugurated a few years ago by some 
of its neighboring States, which seems to have won the general 
support both of practical administrators and of theorists. 
Minnesota, Wisconsin, Michigan, and West Virginia, by cen- 
tralizing their tax systems, have increased their revenues and 
equalized the burdens of taxation, and Ohio seems inclined to 
attempt the same result. The Ohio law is the most elaborate 
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of any I have seen, and embodies the most effective terms of the 
acts in those States which have been taken as models. The 
Commission has three members, appointed by the Governor 
and removable for cause, serving for extended terms of office, 
and receiving salaries commensurate with their responsibilities. 
The Commission is vested with the power of valuing railroads 
and other public utility companies and of apportioning the value 
for local taxation, while it estimates also the gross receipts 
taxes due to the State from these corporations. The super- 
visory powers over local taxation are liberal, but minute. The 
Commission may permit local boards to correct errors, may 
remit illegal local taxes, may increase or decrease by a percent- 
age the valuations in any locality, may order reassessments 
by its own agents of all the property in a given locality, and 
may lower or increase the valuation of any real estate or personal 
property. The Board has the usual powers of summoning wit- 
nesses and compelling the production of papers, and other per- 
tinent evidence. 

That Ohio expects an increase in the valuation of property for 
taxation, and wishes to obviate the evil of increased expenditures 
which under such circumstances resulted in Michigan and else- 
where, is made evident by a law limiting the rates of taxation, 
which follows the model of a West Virginia act of four years 
ago. In any one taxing district, the rate is not to exceed one 
dollar on the hundred for all purposes, unless that rate does 
not yield a revenue equal to the aggregate raised in 1909, plus 
a 6 per cent increase for 1910, 9 per cent in 1912, and 12 per 
cent thereafter. The debt limit is fixed at 2\ per cent. 

Oklahoma has three noteworthy tax acts. The most novel 
of these classifies railroads in accordance with the percentage 
of operating expenses to gross receipts. A state tax is im- 
posed, varying from .02125 to .016876 on valuations and a 
county tax of from .004625 to .00375 in addition, according as 
this percentage ranges from less than 60 per cent up to 90 
per cent. Side tracks, depots, and other localized property are 
to be locally taxed like privately owned real estate. The same 
State changes in some particulars the state gross receipts taxes 
on public service, mining and oil-producing companies. The 
third measure imposes a license tax on all private business cor- 
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porations, except insurance and banking companies, amounting 
to fifty cents per $1000 of capital for domestic corporations, and 
$1 per $1000 for that proportion of the capital of foreign cor- 
porations which is employed in Oklahoma, except in a business 
paying income or gross receipts taxes on its own account. 

Virginia changes the basis of the state taxes on telephone 
companies from a rate by the instrument to a rate depending 
on gross receipts. Companies with receipts less than $50,000, 
with less than 400 miles of wire, and with stock independently 
owned, pay 1 per cent of their gross receipts ; other companies 
pay 1 per cent on receipts up to $50,000 and 2 per cent on the 
excess, and $2 per mile of line in the State. The rate of taxa- 
tion on insurance companies is raised (with some exceptions) 
from 1\ to If per cent for fire, marine, and accident companies, 
and from 1 per cent to l^V per cent for life, health, and live-stock 
companies. The rate for express companies is put at $6 a mile 
for all mileage within the State, instead of flat rates ranging 
from $250 to $2750. Water, gas, electric heat, power, and 
light companies are all made subject to a gross receipts tax of 
1 per cent. 

Virginia is the only State this year whose legislature has pro- 
vided for a special tax commission for the examination of the 
existing tax system, although in Maryland, Pennsylvania, 
Rhode Island, and Illinois commissions are at work which were 
created by the legislatures in 1909. The Virginia Commission 
is composed of the Governor, Speaker, President of the Senate, 
Chairmen of the Finance Committees of both houses, Chairman 
of the State Finance Commission, and an expert, who is ap- 
pointed by the others, and is the only salaried official. The 
commission is instructed particularly to investigate the segre- 
gation of state from local taxation. Virginia, with its long 
list of state gross receipts taxes, has journeyed farther along 
this road than most of the Southern States. Doubtless the 
Commission will make many valuab e suggestions, as such com- 
missions in other States have done, and the legislature, in the 
usual way, will disregard the chief recommendations, and alter 
many of the others into unrecognizable shape. 

Two changes in the Massachusetts corporation taxes are 
simple, but embody the efforts of reformers who have been 
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seeking these changes for several years. One distributes the 
state tax on resident shares to the community where the in- 
dustry is located, if in the State, instead of to the home com- 
munity of the shareholder. The rich residential cities have 
for many years drained from the state treasury a stipend which 
was ultimately contributed by the factory cities. The other 
measure requires trust companies to pay taxes on personal 
property of which they are trustees, not as heretofore at the 
low savings-bank rate, but at the average rate of property 
taxation throughout the State. The discriminations inherent 
in the previous law are apparent. 

I regret to say that the only changes in the much maligned 
general property tax are but matters of detail and administra- 
tion. Massachusetts permits its tax commissioner to recom- 
mend a revision of the taxed valuation of undervalued property, 
which is to become operative if accepted by the local officials, 
but is subject to court revision. The same State permits the 
State to reimburse municipalities for the loss of taxes caused by 
the occupation of land by public institutions, — a step whose 
wisdom is doubtful, since it fastens on the state treasury a 
custom of paying rebates to favored localities. 

Maryland provides this year for an entire revaluation of all 
the real estate and personal property subject to taxation in the 
State, except in two counties and the city of Baltimore. The 
reason for the exception is, that there has recently been a special 
reassessment in the two counties, and there is a continuing 
assessment in the city of Baltimore. That this act is note- 
worthy can be inferred from the fact that there have been but 
five or six revaluations in the State of Maryland during the last 
hundred years. It is understood that the chief reason for the act 
was need for an increased revenue, due to the inauguration of a 
policy of road building by the State, and to increased state 
expenditure in other directions. Maryland also adopted a 
state automobile tax graded according to horse power, but, 
unlike New York, did not give exemption from the personal 
property tax. 

Virginia requires separate valuations of timber owned other- 
wise than by the owner of the land. New Jersey taxes land 
owned by a municipality outside of its limits, and used for the 



TAX LEGISLATION OP 1910 273 

protection of a water supply, at its value irrespective of build- 
ings and improvements. Mississippi exempts from taxation 
for five years from the time of their construction all permanent 
factories located within its borders. These are minor measures, 
typical of a large proportion of the session laws of every year. 

After examining the mass of legislation which was put forth by 
the comparatively few legislatures which met this year, and 
after noting how few of the acts on the subject of taxation show 
any real attempt to grapple with the difficult problems of the 
method of obtaining revenue, one is more than ever convinced 
of a lack of well-educated public opinion, and of the need of 
conferences such as this to formulate and direct the needed 
reforms. 



DISCUSSION— LEGISLATION OF 1910 

Mb. T. A. Polleys (Minnesota) : I noted in Mr. Robinson's 
paper that there have been certain changes in the gross receipts 
in Oklahoma as to certain public service corporations. Am I 
correct in assuming that all those changes were in the direction 
of an increase ? 

Mb. Clement F. Robinson (Maine) : I think you are prob- 
ably correct in assuming it, although I did not compare them 
one by one. 

Mb. E. E. Eennan (Wisconsin) : There is perhaps a slight 
correction to make in the very interesting paper to which we 
have just listened. I appreciate fully, as a lawyer, the diffi- 
culties of ascertaining what a legislature has done or tried to 
do. In the matter of the proposed federal constitutional 
amendment there are, in fact, thirteen States which may be 
said to have acted upon it, out of which eight have ratified it. 
In the case of Kentucky, both houses of the legislature passed 
the resolution, practically unanimously, but an error crept 
into the copy of the amendment by which the words "on in- 
comes" were omitted. I had a personal letter from Governor 
Willson in regard to that in which he explained the situation. 
He vetoed the bill and sent it back, and the House repassed it 
in the form in which he asked, but when it came into the Senate 
they took the ground it was all right in its original form, and 
they declined to take further action. The matter went to the 
Attorney-general, but I do not know what recommendation he 
made. 

The States that have rejected the amendment are New York, 
Massachusetts, Rhode Island, Virginia, and Louisiana; although 
in Louisiana it cannot fairly be called a rejection, the House 
being strongly in favor of it, but the Senate preferring that 
it should be sent to a referendum two years hence, two years 
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from last May, and I think from the newspaper reports the 
chances are fair that it will be ratified then. 

Judge Oscar Leseb (Maryland) : It may be interesting to 
the delegates to know that, as I understand the decisions, in 
the case of a constitutional amendment to the Federal Con- 
stitution, the States which have ratified it cannot recall that 
action. The States which have not ratified it can change their 
minds and ratify it some time in the future. This amendment 
may become law fifty years from now. 

Mr. K. K. Kennan (Wisconsin) : In corroboration of that 
remarkable fact, I would like to call attention to a somewhat 
ludicrous occurrence which happened in 1873 at the time of 
the "Salary Grab" — as it was called — in Congress, when 
the congressmen raised their salaries. The Ohio legislature 
was so incensed at the action of Congress that it passed an 
act ratifying a constitutional amendment, fixing the salary of 
congressmen at a very low rate, which had been proposed by 
Congress in 1789 and was still awaiting ratification. 

Mr. William H. Corbin (Connecticut) : Mr. Robinson 
tells me that he did not include Connecticut because we had 
no legislation there last year. As there was no paper pre- 
sented to the last Conference on this subject, it seems only fair 
to say Connecticut did something at the last session of the 
legislature. It provided for election of assessors for terms of 
three years, one to be elected each year, which system dis- 
placed the old system of annual election. It also amended our 
law taxing real estate, requiring the separation of the valuation 
of land from buildings. It also provided for the taxation of 
tangible personal property belonging to nonresidents which 
has remained in any town seven months in the year. This 
brought into the list of taxation property of nonresidents in 
Connecticut which has never been taxed before. Our old 
poll tax law of $1 and our military commutation law of $2 
were abolished, and there was substituted therefor a personal 
tax law of $2, upon all male persons between 21 and 60, which 
goes into effect this October. Our inheritance tax law was 
amended so that we now have a rate of 5 per cent on collaterals, 
with no exemption whatever. It is also provided that estates 
of nonresident decedents will be entitled only to the pro- 
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portion of the $10,000 exemption, which is provided for lineal 
estates in Connecticut, which the property in Connecticut 
belonging to the deceased nonresident's estate bears to the 
rest of the estate wherever situated. 
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REPORT OF THE COMMITTEE ON A MODEL 
INHERITANCE TAX LAW 

The First Conference on State and Local Taxation, held at 
Columbus, Ohio, November 12-15, 1907, adopted two resolu- 
tions on the subject of the taxation of inheritances as follows : 

Whereas, The several states are now taxing inheritances with 
marked success, and need all the revenue that can properly be 
drawn from this source, and 

Whereas, The federal government can readily raise additional 
revenue, when required, from other sources, 

Resolved, That it is the sense of this Conference that inherit- 
ance should be reserved wholly for the use of the several states. 

Whereas, The principles of international and interstate comity 
require that the same property should not be taxed by two 
jurisdictions at the same time, and the laws for taxation of the 
transfer of property at death commonly transgress these prin- 
ciples, be it, 

Resolved, That succession and inheritance tax laws should be 
so amended that the same property shall not be taxed by two 
jurisdictions at the death of the owner. 

At the Second Conference on State and Local Taxation, 
held at Toronto, Canada, October 6-9, 1908, the following 
resolution was passed : 

Resolved, That the president of the International Tax Asso- 
ciation be requested to take appropriate action to bring to the 
attention of the Governors of the several States of the United 
States the preamble and resolution adopted at the First 
National Tax Conference in relation to the reservation of in- 
heritance taxes to the uses of the several States, with a view to 
securing the adoption of suitable resolutions by the State legis- 
latures of the several States and by the Congress of the United 
States. 
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Appointment of Committee 

Pursuant to this action, President Foote appointed a com- 
mittee to draft a bill for a model law, and accompanied the 
appointment with the following letter: 

"Columbus, Ohio, November 25, 1908. 
"My dear Sir:— 

It occurs to me that the most effective thing to be done in 
connection with resolution Five adopted at the Toronto tax 
conference, will be to have a bill drafted for a model law on the 
subject of the taxation of inheritances that can be presented 
to the Governors and legislators of the several states in con- 
nection with the request I am directed to make on this subject 
by resolution Five above referred to. This law should be such 
that if enacted in any state it will fully comply with the resolu- 
tions adopted at the first tax conference upon the subject of the 
taxation of inheritances, the avoidance of taxation of the same 
property by two state jurisdictions, and correctly apply the 
principle of interstate and international comity which the Asso- 
ciation is endeavoring to promote. 

In order to secure the draft of such a measure I request you 
and the persons named below to undertake the work as a com- 
mittee for drafting a model law for the taxation of inheritances. 
I request Professor Bullock to act as chairman of this committee. 

Prof. Charles J. Bullock, Harvard University, Cambridge, Mass. 
Hon. William H. Corbin, State Tax Commissioner, Hartford, 

Conn. 
Hon. Lawson Purdy, President Department of Taxes and 

Assessments, New York City. 
Mr. A. C. Pleydell, Secretary New York Tax Reform Association. 
Mr. E. L. Heydecker, Assistant Tax Commissioner, New York 

City. 
Prof. Joseph H. Underwood, University of Montana, Missoula, 

Montana. 
Prof. S. S. Huebner, University of Pennsylvania, Philadelphia, 

x a. 

The Committee held meetings during the year following, and 
prepared a tentative draft of a bill in accordance with the reso- 
lutions. In view, however, of the prospective changes in the 
inheritance tax laws of several States, it was considered inad- 
visable to make any report other than that of progress at the 
meeting of the Association held in Louisville, Ky., last year. 
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In the meantime, much to the regret of the Committee, 
Professor Bullock was compelled to withdraw from active 
work, and the Committee and the Association have this year 
been deprived of his judgment, experience, and research in con- 
nection with this subject. 

Present Laws and Double Taxation 

The attempt of the federal government to impose an inherit- 
ance tax law and the new statutes in several States materially 
increasing the rates, with no provision for the elimination of 
double taxation, has forcibly called attention to the burden- 
some and in some cases almost confiscatory possibilities of such 
legislation. 

At present all the Canadian Provinces and thirty-eight 
States and two Territories in the Union have laws which permit 
the taxation of successions or inheritances, as follows : 

Arkansas, California, Colorado, Connecticut, Delaware, 
Idaho, Illinois, Iowa, Kansas, Kentucky, Louisiana, Maine, 
Maryland, Massachusetts, Michigan, Minnesota, Missouri, 
Montana, Nebraska, New Hampshire, New Jersey, New York, 
North Carolina, North Dakota, Ohio, Oklahoma, Oregon, 
Pennsylvania, South Dakota, Tennessee, Texas, Utah, Ver- 
mont, Virginia, Washington, West Virginia, Wisconsin, and 
Wyoming, the Territories of Hawaii and Porto Rico, and the 
Canadian Provinces. 

Those which have given the most attention to this subject 
and which have the most advanced laws relative to the same 
are California, Colorado, Connecticut, Kansas, Idaho, Illinois, 
Maine, Massachusetts, Michigan, Minnesota, Montana, Ne- 
braska, New York, North Carolina, Oklahoma, Oregon, South 
Dakota, Washington, West Virginia, Wisconsin, the Canadian 
Provinces, and the Territory of Porto Rico. 

While a large number of the States avoid double taxation 
by confining the inheritance tax to the property of a resident 
decedent, and such property of a nonresident as is physically 
within the State, several States, however, maintain and uphold 
the practice of double taxation by taxing certain intangible 
property, such as the shares of stock, and in some cases the 
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registered bonds of corporations organized under their laws, 
although such property is owned by the estate of a nonresident 
decedent and physically without the State. The States fol- 
lowing this procedure are as follows : 

Colorado, Connecticut, Illinois, Iowa, Kansas, Maine, Massa- 
chusetts, Michigan, New Hampshire, New Jersey, New York, 
North Carolina, Oklahoma, Vermont, and Wisconsin. In 
fairness it should be stated that Massachusetts and Kansas 
have a tax limitation feature which under certain conditions 
avoids the imposition of double taxation by these States. 

Among the States which avoid the double taxation of such 
property and endeavor to maintain the principle that all per- 
sonal property should invariably be taxed at the domicile of 
the decedent, the following are worthy of particular mention : 

Arkansas, Idaho, Kentucky, Louisiana, Maryland, Minne- 
sota, Missouri, Montana, Nebraska, North Dakota, Oregon, 
Pennsylvania, South Dakota, Tennessee, Texas, Utah, Virginia, 
Washington, West Virginia, and Wyoming. 

A most flagrant offender in double taxation under the in- 
heritance tax law is the State of New York. The act passed 
by the legislature of 1910 permits double taxation to the ex- 
tent of 25 per cent of certain bequests in excess of $1,000,000, 
even if this same property may have been subject to a tax of 
15 per cent in any of four other States which might have been 
the domicile of the decedent. 

From a layman's standpoint, the wording of the inheritance 
tax law recently adopted in Oklahoma permits a very radical 
interpretation. If the provision of this law regarding the rate 
of tax on testamentary gifts to strangers is to be considered as 
a cumulative increase of the tax rate on each one hundred 
dollars of the value of such gift in excess of five hundred dol- 
lars, it would apparently amount to the confiscation of any 
such gift in excess of $100,000 above the exemption. 

Object of Proposed Law 

In the preparation of the draft of a bill submitted herewith 
the Committee has aimed at the following : first, a reasonable 
tax which will provide a fair revenue; second, one that is 
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definitely fixed and easily computed; third, a tax which, if 
possible, shall be uniform in the different States, especially in 
the imposition of a tax on intangible personal property when 
held by estates of nonresident decedents, and thus to avoid 
double taxation. 

The tax is graded as to relationship and progressive as to 
the amount of the bequest, and is based on the value of each 
bequest instead of on the total value of the estate. It is levied 
on the transfer of tangible property having an actual situs 
within the State, and of tangible property wherever located, 
following the principle that the intangible personal property 
of a resident decedent should be taxed at his domicile. 

The bill prevents double taxation and gives a proper share 
of the taxable estate to any State enacting it. It follows, 
where practicable, the phraseology of the New York statute, 
which has been the subject of many judicial interpretations. 
The New York law, however, does not make a proper appor- 
tionment of property, and results in double taxation by tax- 
ing certain intangible property of nonresident decedents. 
Therefore its provisions cannot be followed verbatim. 

The rates and grades suggested are tentative, but the Com- 
mittee does not believe that the maximum rates should be 
exceeded. The division between direct and collateral relatives 
is that of the New York law, except that in New York the 
exemption to parents, widows, or minor children is $5000, and 
to other direct relatives $500. 

No draft has been made of provisions for administration, as 
these must be framed in accordance with the structure of the 
government of each State. 

While this draft which the Committee offers may not pos- 
sibly be considered a "model," nevertheless, it is the result of 
very careful deliberation of many persons who have made a 
special study of this subject, not only as theorists, but as prac- 
tical administrators of such statutes. 

The Committee is of the opinion that the adoption of such 
a law in all the States in the Union would provide a fair return 
to the state treasury, a definite and fixed tax imposing no 
hardship, burden, or injustice on any one, and an incentive 
to interstate comity. The Committee is further of the opinion 
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that the taxation of inheritances should be reserved entirely 
for the different States in the Union, and that the federal 
government should derive its revenue from other sources 
which are not available for state purposes. 

A table giving a list of States and Territories of the Union and 
the Provinces of Canada, with the main provisions of their in- 
heritance tax laws, if any, giving rates, exemptions, etc., is also 
submitted as a part of this report. 

Draft of an Inheritance Tax Law 

Section 1. Definitions. — The words "estate" and "prop- 
erty " as used in this act shall be taken to mean the property 
or interest therein passing or transferred to individual or cor- 
porate legatees, devisees, heirs, next of kin, grantees, donees, 
or vendees, and not as the property or interest therein of the 
decedent, grantor, donor, or vendor, and shall include all prop- 
erty or interest therein, whether situated within or without 
this State. The words "tangible property" as used in this act 
shall be taken to mean corporeal property such as real estate 
and goods, wares and merchandise, and shall not be taken to 
mean money, deposits in bank, shares of stock, bonds, notes, 
credits, or evidences of an interest in property or evidences of 
debt. The words "intangible property" as used in this act 
shall be taken to mean incorporeal property, including money, 
deposits in bank, shares of stock, bonds, notes, credits, evi- 
dences of an interest in property and evidences of debt. The 
word "transfer" as used in this act shall be taken to include 
the passing of property or any interest therein in possession or 
enjoyment, present or future, by inheritance, descent, devise, 
bequest, grant, deed, bargain, sale, or gift, in the manner herein 
prescribed: 

Sec. 2. Taxable Transfers. — A tax shall be and is hereby 
imposed upon the transfer of any tangible property within the 
State and of intangible property or of any interest therein or 
income therefrom, in trust or otherwise, to persons or corpora- 
tions in the following cases, subject to the exemptions and limi- 
tations hereinafter prescribed : 

1. When the transfer is by will or by the intestate laws of 
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this State of any intangible property or of tangible property 
within the State from any person dying seized or possessed 
thereof while a resident of the State. 

2. When the transfer is by will or intestate law, of tangible 
property within the State, and the decedent was a non-resident 
of the State at the time of his death. 

3. When the transfer is of intangible property or of tan- 
gible property within the State made by a resident, or of tan- 
gible property within the State made by a non-resident, by 
deed, grant, bargain, sale, or gift made in contemplation of the 
death of the grantor, vendor, or donor, or intended to take 
effect in possession or enjoyment at or after such death. 

4. When any such person or corporation becomes bene- 
ficially entitled, in possession or expectancy, to any property or 
the income thereof by any such transfer. 

5. Whenever any person or corporation shall exercise a 
power of appointment derived from any disposition of property 
made either before or after the passage of this act, such ap- 
pointment when made shall be deemed a transfer taxable under 
the provisions of this act. 

(Whether the rate of tax shall be based upon the relation- 
ship existing between the person receiving the property and 
the one who created the power of appointment, or should be 
based on the relationship between the recipient and the one 
who exercises the power of appointment, must be determined 
by each State.) 

6. The tax imposed hereby shall be upon the clear market 
value of such property at the rates hereinafter prescribed. 

Sec. 3. Exemptions. — (This section should exempt personal 
property other than money or securities bequeathed to educa- 
tional, scientific, library, and similar corporations or associa- 
tions, so as to relieve from taxation books, paintings, curios, 
relics, and similar bequests to public institutions. It may also 
exempt such religious, charitable, and educational institutions 
as seem advisable. Such exemptions should apply to all institu- 
tions of the same class, whether located in or out of the State, 
and may be safeguarded by the following clause: But no 
such corporation or association shall be entitled to such exemp- 
tion if any officer, member, shareholder, or employee thereof 
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shall receive or may be lawfully entitled to receive any pecu- 
niary profit from the operations thereof except reasonable 
compensation for services in effecting one or more of such 
purposes, or as proper beneficiaries of its strictly charitable 
purposes ; or if the organization thereof for any such avowed 
purpose be a guise or pretense for directly or indirectly making 
any other pecuniary profit for such corporation or association 
or for any of its members or employees or if it be not in good 
faith organized or conducted exclusively for one or more of 
such purposes.) 
Sec. 4. Rates of Tax. 

1. Upon a transfer taxable under this act of property or 
any beneficial interest therein, of an amount in excess of the 
value of $2500 to any father, mother, husband, wife, child, 
brother, sister, wife or widow of a son, or the husband of a 
daughter, or any child or children adopted as such in con- 
formity with the laws of the State of the decedent, grantor, 
donor, or vendor, or to any child to whom any such decedent, 
grantor, donor, or vendor for not less than ten years prior to 
such transfer stood in the mutually acknowledged relation of 
a parent, provided, however, such relationship began at or 
before the child's fifteenth birthday and was continuous for 
said ten years thereafter, or to any lineal descendant of such 
decedent, grantor, donor, or vendor born in lawful wedlock, 
the tax on such transfer shall be at the rate of 

one per cent on any amount in excess of $2500 up to and 
including the sum of $25,000, 

two per cent on any amount in excess of $25,000 up to and 
including the sum of $250,000, 

three per cent on any amount in excess of $250,000 up to 
and including the sum of $1,000,000, 

four per cent on any amount in excess of $1,000,000. 
. The transfer of such property of an amount up to and includ- 
ing the value of $2,500 to any person described in paragraph one 
of this section shall be exempt from the payment of tax. 

2. Upon a transfer taxable under this act of property or 
any beneficial interest therein of an amount in excess of the 
value of $500 to any person or corporation other than those 
enumerated in paragraph one of this section, the tax shall be 
at the rate of 
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two per cent on any amount in excess of $500 up to and in- 
cluding the sum of $10,000, 

three per cent on any amount in excess of $10,000 up to 
and including the sum of $25,000, 

five per cent on any amount in excess of $25,000 up to and 
including the sum of $100,000, 

ten per cent on any amount in excess of $100,000 up to and 
including the sum of $1,000,000, 

fifteen per cent on any amount in excess of $1,000,000. 

The transfer of such property of an amount up to and in- 
cluding the value of $500 shall be exempt from the payment 
of a tax specified in paragraph two of this section. 

Sec. 5. This act shall apply to all transfers from the estates 
of decedents whose death occurs subsequent to the date when 
this act takes effect, and not to transfers from estates when 
the decedent died prior to the taking effect of this act, except 
as provided in subdivision 5 of Section 2. 

Sec. 6. This act shall take effect immediately. 

William H. Corbin, Chairman, 

Tax Commissioner, Connecticut. 
Chas. J. Bullock, 

Harvard University. 
Lawson Purdy, 

President Dept. of Taxes and 
Assessments, City of New York. 
A. C. Pleydell, 

Sec'y N. Y. Tax Reform Ass'n. 
E. L. Heydecker, 

Assistant Tax Commissioner, 
City of New York. 
Joseph H. Underwood, 

University of Montana. 
S. S. Huebner, 

University of Pennsylvania. 

Committee. 
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DISCUSSION ON INHERITANCE TAX 

Mb. William H. Corbin (Connecticut), in presenting the 
report of the Committee on Model Inheritance Tax Law, said : 
In the wisdom of the Conference last year certain committees 
were appointed. As I understand, nearly all the committees 
were appointed to investigate conditions and to report. This 
Committee, which was appointed two years ago, was given 
a specific duty to perform. It was not a case of investigating 
conditions ; it was not a case of reporting as to inequalities and 
lack of uniformity. It was their duty to draw a model law. 
The main purpose of the Committee is to submit the draft of the 
bill, the text of which has been printed and distributed to you 
so as to facilitate discussion. We offer this as the result of our 
deliberations, being the best we can suggest at this time, with 
the understanding that rates and certain other details and also 
the kind of exemptions, etc., may be modified to suit the con- 
ditions of the particular State in which it is to be adopted. 

I think it should be said also that the Committee feel it would 
be presumptuous to ask the tax officials here, who represent 
States that now have an inheritance tax law, to say immediately 
that this is the law they want, and to ask them to try at once 
to have it adopted. We simply have tried to present what we 
think is a law that embodies the principles for which this As- 
sociation stands, so that the different States may have it before 
them for examination, and modify their laws if they so desire, 
so that these principles will be introduced eventually. 

Mr. J. J. Thomas (Utah) moved that the report be accepted. 

Motion seconded and adopted unanimously. 

(A resolution relating to this report is printed, page 26.] 
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REPORT OF COMMITTEE ON UNIFORM 
INSURANCE TAX 

This Committee was appointed pursuant to a resolution 
adopted at the Third Annual Conference at Louisville in Septem- 
ber, 1909. The resolution reads as follows : 

Whereas, The taxation of the business of insurance is a prob- 
lem different from that presented by the taxation of other 
corporations ; 

Resolved, That the laws of the several States relating to the 
taxation of insurance companies should be uniform so far as 
permissible by state constitutions, and that all retaliatory legis- 
lation be abandoned as contrary to interstate comity, and that 
this Conference recommends that the executive committee of 
the International Tax Association appoint a committee of three 
to investigate the question of insurance taxation and report to 
the next annual Conference. 

It is not the purpose of this Committee to discuss funda- 
mental principles, but to confine consideration to the relation- 
ship between taxation and life insurance. 

Your Committee is of the opinion that life insurance com- 
panies should contribute the expenses incident to their super- 
vision by the State. 

There is not, and should not be, any mystery about life in- 
surance. Every insurable human life has a productive value. 
Death stops that productivity, and life insurance steps in to pay 
the loss. 

That this may be done systematically, the State grants charters 
to life insurance companies, authorizing them to receive, hold, 
and disburse moneys and to transact business with the citizens 
of the State. 
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Your Committee has carefully considered many good reasons 
why life insurance should be exempt from taxation entirely except 
on the real estate owned by the insurance companies, especially 
because life insurance enjoys no special privilege and is primarily 
a means of cooperating to distribute the cost of providing 
for dependent widows and children, and secondarily of saving 
a fund for old age. Nevertheless, the Committee believes 
that the States will for the present demand considerable revenue 
from life insurance companies. Owing to the varied character 
of their business, there can be no one theoretically correct 
method of taxing them, but a common ground should be found 
upon which both the state and insurance companies can har- 
moniously stand. 

For purposes of taxation, a classification of corporations is 
necessary, based on their character and manner of conducting 
business, in which classification life insurance companies should 
occupy a distinct and separate class, subject to a separate and 
distinct method of taxation. 

The popular classification of corporations is into municipal, 
public utility, and private. Municipal corporations embrace 
counties, towns, cities, and villages. Public utility or public 
service corporations hold special powers with reference to 
public interests, and the courts have declared that legislatures 
may tax them after a method peculiar to such corporations. 

Life insurance companies do not belong to this class. They 
are given no exclusive franchises, and do not exercise any 
governmental function. They should not, therefore, be subject 
to the same rules of taxation as public utility corporations. 
Life insurance companies occupy a unique position in the busi- 
ness world. 

While properly classified as private corporations, they are 
not among the productive or industrial corporations, nor, with 
a few exceptions, those organized for profit. They act merely 
as receivers, investors, and distributors of funds placed in their 
hands for administration. Their assets, which consist mainly 
of credits, are held solely to pay policy holders, and their con- 
tracts of insurance are not instrumentalities of commerce. 
In their connection with the State they are subject to more 
supervision than individuals and less than public service cor- 
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porations. They may naturally be placed in a separate and 
distinct class, and are entitled to a method of taxation adapted 
to the character and extent of their operations. 

Your Committee has considered many theories in connection 
with the subject, including plans for the taxation of income, 
reserve, assets, surplus, and so-called "investment features/' 
but finds them all more or less subject to grave objections. 

It thinks the most convenient and practicable tax for the 
present is in the nature of a license fee for the privilege of doing 
business. 

A reasonable tax would be one just sufficient to cover the 
necessary cost of supervision, but your Committee reluctantly 
yields to the practical demands of the State that life insurance 
companies should contribute a larger amount to its revenue. 

life insurance companies operate in the several States of 
the Union by courtesy, since they are not engaged in interstate 
commerce. They contribute to the revenue according to 
legislative enactments, the amount of their contribution .being 
measured by the amount of business done with the policy 
holders in each State. This amount is represented by annual 
domestic premium receipts. 

That this plan has met with favor is shown by the fact 
that of all States of the Union taxing domestic life insurance 
companies (twelve practically do not tax them at all) twenty- 
seven base their license fee' or "tax" on a percentage of domestic 
premium receipts, while forty-one adopt the domestic premium 
receipt basis in "taxing" foreign life insurance companies 
operating within their borders. 

Your Committee approves of this prevailing method as the 
most convenient means now practicable for the adjustment of 
existing tax inequalities and discriminations. 

There has heretofore been too much technicality involved 
in the consideration of the subject. Legislators have not un- 
derstood the technic of the life insurance business and have 
been bewildered by actuarial phraseology. Neither has there 
been entire uniformity of opinion on the part of representa- 
tives of insurance companies. 

It must be admitted that there is no one scientific system 
of taxing life insurance companies ; whatever is adopted must 
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be simple and easy and certain of calculation. The legislative 
mind must not be confused by technical side issues. 

A license fee or tax measured by premium receipts received 
in the State meets this desired requirement and bases the con- 
tributions of life insurance companies to governmental sup- 
port on the amount of business transacted with policy holders 
in the several taxing jurisdictions. 

Concerning the rate, your Committee is of the opinion that 
the imposition of a tax of 1 per centum of domestic premium 
receipts upon all companies engaged in the business of life 
insurance would result in substantial and sufficient revenue to 
the several States and be an ample requirement from the com- 
panies. 

The fee should be uniform, and apply alike to domestic and 
foreign companies. 

Under existing laws the basis of domestic premium receipts 
is generally recognized, but the rates vary materially, resulting 
in manifest discrimination and injustice, and provoking re- 
taliation. 

The revenue thus paid by way of license fee should be in 
lieu of all charges for supervision and all taxes except those 
locally levied on real estate. 

Your Committee recommends the adoption by this Con- 
ference of a resolution in conformity with the views expressed 
in this report. 

Lawson Purdy, 

President Department of Taxes 
and Assessments, City of 
New York. 
George H. Notes, 

General Counsel, Northwestern 
Mutual Life Insurance Co., 
Milwaukee, Wis. 
W. M. Daniels, 

Professor of Political Economy, 
Princeton University, Prince- 
ton, N. J. 

Committee. 



DISCUSSION OF INSURANCE COMMITTEE 
REPORT 

Mr. Nils P. Haugen (Wisconsin): The Wisconsin Tax 
Commissioners who are here as delegates are unable to affirma- 
tively assent to this report, not because we are necessarily 
opposed to the principles announced in the report, but because 
at present the matter is pending before our Commission. The 
last session of the legislature specifically instructed us to make 
an investigation and to report to the next session, and we have 
not thus far formulated our views on the subject. 

The situation in Wisconsin is not what it ought to be, and 
we are punishing our local company more than any other 
life insurance company. The Northwestern Mutual Life In- 
surance Company, located in Milwaukee, is the only large 
company we have, and that company pays 3 per cent on its 
gross receipts into the state treasury of Wisconsin, excepting 
therefrom income from rents of real estate locally taxed and 
premiums collected from non-residents of the State. That came 
about somewhat by the invitation of the company itself. 
We had a law taxing all companies on a uniform basis, and 
that resulted in retaliatory measures in other States punish- 
ing the Northwestern Life Insurance Company in those States 
to such an extent that they asked to have this change made. 

The companies of other States pay a license of $300 in this 
State; but we are assessing our own company excessively. 
There is no question about that, and some relief ought to be 
extended to it, and some more equal and just system should 
be applied to it and to the other companies doing business in 
this State. But we are unable to join in this report for the 
reason, as I have stated, that the matter is now being considered 
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by the Commission, with a view of making a report on the 
subject to the next session of our legislature. 

Mb. A. C. Pleydell (New Jersey) : In order to see whether 
I correctly understand the situation, — it is very interesting 
from the standpoint of the retaliatory legislation, — is it not 
a fact that the Northwestern asks you to exempt all foreign 
corporations, and practically assumes their taxes rather than 
to be exposed to retaliation by about forty States or as many 
States as there are foreign companies doing business here? 
That is to say, the Northwestern finds it cheaper to pay an 
excessive tax to your State, and thus buy an exemption of 
foreign corporations here, in order to be free from retaliatory 
excessive taxation in the many States in which it does business. 

Mr. Haugen: That is true. The Northwestern, however, 
is not satisfied with the law as it stands. 

Mr. Pleydell : No, probably not, but it is very interesting 
as showing the difficulties of all corporations that are exposed 
to retaliatory legislation through doing an interstate business. 

Judge Oscar Leser (Maryland) : It might be interesting 
to say that the same thing was done with reference to the 
surety companies of Maryland. We have in our city probably 
the leading surety companies in the country, and their busi- 
ness extended through all the States, and in order to avoid the 
retaliatory taxation of these States, they voluntarily assumed 
to pay to the State a tax equal to that which the State had 
been collecting on these foreign insurance companies. That 
act was passed, I think, four or six years ago. 

Chairman Buss: Are there any further remarks? A 
motion for the adoption of the report is in order. 

Mr. George Pottle (Maine) : I move the adoption of the 
report. 

The motion was duly seconded. 

Mr. J. E. Cushman (Vermont) : As a delegate from Ver- 
mont, I cannot agree to the adoption of that report. 

Mr. Pleydell: Suppose we use the word "accept." 
That is practically what we mean, that we accept the report 
for publication. That does not carry with it a thorough in- 
dorsement of everything in it, but only of the general con- 
clusions. The Conference is not bound, under the constitution, 
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by anything said or done here, except as expressed by formal 
resolutions, and the acceptance of a report this way means 
merely that in a general way the Conference receives it for 
publication as it would receive addresses that were presented 
before it. That would be my understanding; isn't that yours, 
Mr. Purdy? 

Mb. Lawson Purdy (New York) : Exactly. Use the word 
"receive," if you please, instead of "accept." 

Mr. George Pottle (Maine) : I will amend my motion 
that the report be accepted as part of the proceedings of the 
Conference. (The amendment was duly seconded.) 

Mr. William H. Corbin (Connecticut) : What Mr. Pley- 
dell has said, I think, is very vital. In Connecticut we have a 
number of life insurance companies, and this report will be 
received with very great favor by them. It will not be re- 
ceived with very great favor by the Connecticut legislature. 
Now, if those insurance companies are going to consider this 
report as being the absolute, unbiased, unanimous sentiment 
of this entire Conference, they are going to print it and spread 
it abroad. If Mr. Cox is here, I would like to know what the 
insurance companies will do with the report. Will they simply 
take the resolutions passed by the Conference as being the 
expression of opinion, or will they spread abroad the sugges- 
tion of a tax of 1 per cent of the premiums collected in the 
State as being the unanimous agreement of this Conference? 

Mr. Purdy : I do not think there can be any doubt about 
the way in which this report will appear in the proceedings, 
should it be received by the Conference. It will carry just 
so much weight as the signatures of the Committee, together 
with the argument which they make, may entitle that report 
to receive, and it cannot commit this Conference in the slightest 
degree. Resolutions have been submitted to the Committee 
on Resolutions, and if they are adopted, they will carry such 
weight as they may contain. 

Chairman Bliss : If there is no objection, the question will 
be put: "Shall the report of the Committee be accepted?" 
The acceptance of this report, the Chair understands, carries 
with it, subject to the approval of the Conference, the print- 
ing of the report in the Proceedings. If it is the intention to 
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add to whatever argument there may be in these reports the 
weight of the Conference, it is necessary that a resolution to 
that effect be passed. It appears to the Chair that a motion 
to accept the report is entirely adequate for the purposes of 
this meeting. 

[The motion was then put as above, and carried without 
dissent. A resolution adopted, relating to this report, is printed, 
page 26.] 



REPORT OF COMMITTEE ON CAUSES OF 
FAILURE OF GENERAL PROPERTY TAX 

This Committee was appointed by the Executive Committee 
of the International Tax Association, pursuant to the following 
resolution, adopted at the Third International Conference on 
State and Local Taxation, held at Louisville, Ky., September, 
1909: 

Whereas, The working of the general property tax depends 
upon the efficiency and thoroughness of its administration, 
which in most States is confided to officials locally elected or 
appointed ; and, 

Whereas, The general property tax as thus administered 
is severely criticised by students of the subject as unjust and 
unequal between taxpayers in the same district; 

Resolved, That a Committee of three members be appointed 
by the Executive Committee of the International Tax Association 
to investigate whether the failure of the general property tax 
is due to inherent defects in the system itself, or to weakness in 
its administration, and to report to the next annual conference 
its conclusions upon this subject ; including in the investigation, 
if deemed necessary, the further question of the advisability of 
substituting an income tax in whole or in part for the personal 
property tax. 

To secure a more widespread representation, the number 
of the Committee was increased to five. Professor Seligman, 
who was originally named as chairman, asked to be relieved 
on account of pressure of work, and Oscar Leser was appointed 
in his place. 

Your Committee has not deemed it advisable to make any 
investigations or recommendations on the second subject re- 
ferred to in the resolution, namely, the advisability of substitute 
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ing an income tax in whole or in part for the general property 
tax. This raises questions which are not directly related to 
the main subject of the resolution. Other substitutes besides 
an income tax have been suggested for the general property 
tax. Among these are the classification of personal property at 
varying rates, for either local or state purposes ; business taxes 
based on rentals; gross earnings taxes; entire exemption of 
intangible personal property ; the entire exemption of tangible 
personal property. To consider each of these adequately, 
requires more time than the Committee has had at its disposal ; 
and they need to be considered before passing upon the ques- 
tion of an income tax as a substitute. A further reason for post- 
poning the investigation of this question is that the subject of 
income taxes has been given a prominent place on the program 
of this Conference. 

Your Committee has not undertaken to conduct any original 
investigations into the actual workings of the general property 
tax. The reports of tax commissions during the last forty years 
supply a wealth of material, and the conclusions of these in- 
vestigators, so far as they relate to the first part of the resolu- 
tion, are in substantial agreement. From our own experience 
as administrative officials or members of such commissions, we 
are satisfied as to the accuracy of these conclusions. 

The theory of the general property tax is that each individual 
shall be assessed for, and shall contribute to the tax fund in 
proportion to, the cash value of all the property which he owns. 
In practice, however, the property tax soon divides into real 
and personal. The taxation of real estate is accepted as correct 
in theory, and criticisms are directed at methods of assessment 
and administration. All the current discussion of the general 
property tax is concerned with personal property. Therefore, 
for the purposes of the resolution, the "general property tax" 
will be considered as the system of assessing each person for 
all the personal property he possesses, and taxing this sum at 
the same rate as real estate. 

We do not deem it necessary here to elaborate the history 
of the general property tax, nor to present in detail the evidence 
proving that the system as administered to-day is ineffective, 
unequal, and unjust. 
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That the general property tax has broken down in admin- 
istration may be regarded as an established fact. It is so as- 
serted in the text of the resolution appointing this committee 
and it is acknowledged by both advocates and opponents of 
the system. Our concern now is to say whether this breakdown 
is "due to inherent defects in the system itself, or to weakness 
in its administration." 

For convenience we have treated the subject under four heads : 
I. The results of attempts at stringent administration. 
II. The opinions of commissions on the possible success of 
more strict administration. 

III. The defects in the theory on which the general property 
tax is based. 

IV. Conclusions of the Committee. 



I. Attempts at Stringent Administration 

Most of our States have at various times made spasmodic 
efforts to enforce the general property tax. In no other State 
has there been a more continuous and comprehensive effort to 
secure the return for taxation of all personal property than in 
Ohio. 

The constitution of Ohio adopted in 1851 required the tax- 
ation of all real and personal property by a uniform rule, at its 
true value in money. The system devised for the enforcement 
of this provision was thus described by the Special Tax Com- 
mission appointed in 1893 : 

"We have in Ohio the most efficient and minute scheme of 
bringing upon the duplicate [i.e. assessment roll] all of these 
classes of property, which has been devised in any State. Every 
citizen is bound under oath to make a complete return of his 
property. The list which he returns is to embrace all forms of 
personal property ; if he declines to make the oath required by 
law, a penalty of fifty per cent is added. The statutes also 
provide a method by which the auditor may bring before him 
the citizen and examine him, if he suspect that the return is not 
a complete one. In addition to all this, the county com- 
missioners have authority to make a contract with such persons 
as may give information which will result in personal property 
being placed upon the duplicate. These persons are rewarded 



302 STATE AND LOCAL TAXATION 

with a large proportion of the amount recovered through their 
efforts. (In the counties containing the cities of Cincinnati 
and Cleveland, twenty-five per cent ; in other counties, twenty 
per cent)." 

Bearing in mind these extremely stringent provisions of the 
law, it remains to determine how far they have proved effective. 
It is needless to quote in detail from the pages of figures pre- 
sented by the Commission to show the utter failure of these 
measures to reach the personal property of the State. A few 
citations should suffice : 

"In 1866 the valuation of the city of Cincinnati was : realty, 
$66,454,602; personalty, $67,218,101; the personal property 
was greater than the amount of real estate by $800,000." 

"In 1892, twenty-five years later, the real estate of Cincinnati 
had increased to $144,208,810, while the personal property 
had decreased to $44,735,670." 

"The amount of money returned for taxation in the State in 
1866 was nearly $3,000,000 more than it is to-day (1893)." 

"In 1866 the amount of money returned for taxation in 
Hamilton county (containing Cincinnati) was nearly five times 
what it was in 1892 ; the amount of credits was nearly double 
what it is to-day. The amount of bonds and stocks was $200,000 
more than it was in 1892." 

These were the fiscal results. The social results are thus 
summarized by the Commission : 

"The system as it is actually administered results in debauch- 
ing the moral sense. It is a school of perjury. It sends large 
amounts of property into hiding. It drives capital in large 
quantities from the State. Worst of all, it imposes unjust 
burdens upon various classes in the community. . . . This 
inequality of taxes weighs most heavily upon those whose thrift 
and prudence have resulted in affording to themselves or their 
children a competence. It is evident that this burden rests 
with peculiar force upon those persons whose scrupulous honesty 
induces them to make full and complete returns of all their 
property." 

Notwithstanding this severe condemnation of the system and 
the exhibition of its failure, practically no legislative relief was 
secured. The same conditions continued. In 1906 another 
Commission was appointed. About that time the Supreme 
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Court declared the "tax inquisitor" law unconstitutional, but 
this had no effect on the administration of the law in the period 
covered by the investigation. 

The report of this Commission, submitted in 1908, shows 
the same failure in administration as the report of the Com- 
mission of 1893. The fiscal results can be dismissed briefly: 

"The value of all credits returned was 134,000,000 less in 
1906 than it was in 1890, and $16,000,000 less than it was in 
1870. The value of all stocks and bonds was $2,575,000 less 
in 1906 than it was in 1880, and the value of all intangible prop- 
erty, including moneys, credits, stocks and bonds, as returned 
for taxation, was nearly $8,000,000 less in 1906 than it was in 
1890." 

Similar examples are given in regard to other classes of 
personal property. To quote the totals, or the ratio of personal 
property to real, would be misleading, because under the Ohio 
law all of the property of railroads, and of some other corpora- 
tions, including their real estate, is returned as personal property. 
For this reason the assertion sometimes made that the listing 
system of Ohio must be successful because the reports show that 
personal property amounts to some 30 per cent of the total 
assessment, is based upon a misunderstanding. 

This Ohio report of 1908 continues : 

"The widespread concealment of intangible property, in- 
creasing in amount year by year, is the most convincing proof 
of the failure of the general property tax. It shows that after 
more than fifty years of experience, with all conceivable methods 
in the way of inquisitor laws, severe penalties, and criminal 
statutes, designed to force the owners of moneys and credits, 
stocks and bonds, to put their holdings upon the tax duplicate, 
not only is the percentage of such property less than ever before, 
but public sentiment seems to be more and more openly ap- 
proving an evasion of the law. Such a condition of affairs is 
so manifestly wrong and so inimical to good government that 
its longer continuance is a grave injury to the State." 

It is significant that this Commission, whose members had 
first-hand knowledge of the conditions resulting from stringent 
attempts to enforce the general property tax, do not advise 
a stricter administration, or even a continuance of the existing 
system. Instead, they make the following recommendations : 
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"No just or satisfactory system can be established in this 
State without removing the constitutional obstacles that now 
bar the way. The general property tax has long ago served 
its day. . . . The reports of State Tax Commissions within 
the last ten years disclose no instance in which the general prop- 
erty tax has been approved and few in which it has not been 
expressly condemned. . . . We recommend an amendment 
to the constitution of Ohio abolishing the general property tax 
now required, and giving the legislature a freer hand to deal 
with such subjects as franchises, stocks, bonds, cash, mortgages, 
and other intangible property." 

Your Committee has quoted at this length from the Ohio 
reports because that State is recognized to have made as earnest 
and thorough efforts to enforce the tax by severe administration 
as any of the States. The statistics from other States that have 
listing systems show practically the same results. It is unneces- 
sary for us to set these out in detail, as they have been analyzed 
and digested by various tax commissions, whose conclusions we 
will now discuss. 



II. Opinions of Investigating Commissions 

In the past five years nine States whose constitutions require 
the general property tax have had special tax commissions, as 
follows : 

California reporting 1906 

Kentucky reporting 1906, 1909 (2 commissions) 

Louisiana reporting 1908 

Maine : reporting 1908 

Massachusetts reporting 1907-8-9 (3 commissions) 

Missouri reporting 1907 

New Hampshire reporting 1908 

Ohio reporting 1908 

Oregon reporting 1906 

None of these commissions expressed the opinion that more 
strict enforcement of the general property tax would cure the 
evils which they all found to exist. All of them, with a single 
exception, advise the abandonment of the attempt to tax all 
property at a uniform rate and by the same method. 
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The following extract from the report of the Louisiana Special 
Tax Commission of 1908 is typical of them all : 

"If other States did or have ever done any better, it might 
be plausibly contended that our assessors were to blame and 
that by replacing them with others, equality could be attained. 
But such is not the case. The universal experience of mankind 
shows that the tax on this kind of property cannot be collected 
with fairness and impartiality. Some States have required the 
taxpayer to answer as many as 100 categorical questions in- 
geniously framed so as to prevent evasion. Others have em- 
ployed spies and detectives to search out concealed property 
of this kind. If anything can be demonstrated by human ex- 
perience, the impossibility of reaching such property must be 
regarded as settled. The opinions of political economists, 
taxing officials, and tax commissions are absolutely unanimous 
on this question. 

"That the evil is in the system itself and not merely in its 
administration is shown by the fact, that Louisiana's experience 
in this regard is identical with that of the civilized world. It 
has been tried in every State in the union. Those whose con- 
stitutions permit such a course have abandoned, or are abandon- 
ing it. The system is condemned by political economists, 
writing from a theoretical standpoint ; by practical tax officials, 
speaking from actual experience; and by dozens of select tax 
commissions, appointed to investigate its workings. Indeed, 
its failure is shown by testimony overwhelming in quantity, 
unimpeachable in quality, and so far as we have read, without 
a dissenting voice." 

Nor are the special tax commissions of States where the gen- 
eral property tax is in full effect the only ones of the opinion 
that it cannot be enforced by more thorough administration. 
The commissions of States that have modified the general prop- 
erty tax do not recommend a return to the former method, 
but rather a further extension of the modifications. 

For example, the State of New York has substituted specific 
taxes on certain classes of personal property, which carry an 
exemption from the ordinary assessment. But such personal 
property as is not so exempted is still liable to assessment under 
the "general property tax" scheme. In their report for 1907 
the New York State Board of Tax Commissioners say : 

"Our observation and experience teaches us that it has be- 
come impracticable and is impossible to equitably tax personal 
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property on the same basis as real estate, and such is the con- 
clusion reached by nearly all students of taxation ; in fact, the 
attempt to do so works injustice and inequality/' And the 
Board recommends "the division of personal property into 
appropriate classes and taxing it at a fixed rate according to its 
class." 

The law in New Jersey still requires the assessment of nearly 
all personal property under the general property tax system. 
In practice, however, the enforcement of the law is lax. Com- 
menting on the situation, the New Jersey State Board of Equali- 
zation says, in its report for 1907 : 

"The troublesome question of the assessment of personal 
property seems no nearer a solution than it has been for a long 
time. It is fair to say that in the main personal property is 
not taxed in New Jersey. This refers especially to the intan- 
gible property." 

The Board, however, does not recommend more drastic meas- 
ures, although, and perhaps because, it possesses probably 
greater powers of supervision over local assessors than the 
supervising body of any other State. Instead, it seems dis- 
posed to accept the situation philosophically, as do many other 
administrators who may not be so frank, and says : 

"It is probably true, as it is claimed, that such intangible 
property pays taxes somewhere, in so far as it is founded on 
tangible property, and that therefore the seeming inequality 
between the taxes paid by intangible personal property and the 
burden imposed upon tangible personal property and real 
estate in this State is more apparent than real." 

In its report for 1908 the New Jersey Board says : 

^J"The total personal shows a decrease over the past year of 
$19,582,005. No one will doubt that the personal estate in 
New Jersey, when both tangible and intangible personalty are 
included, is worth very much more than the real estate. While 
the tangible is hard enough to rate, it is practically impossible 
to rate the intangible, except by inquisitorial methods that 
public opinion will not sanction. This condition of affairs is 
not peculiar to New Jersey. It prevails everywhere that the 
same system prevails." 
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But still without recommending any drastic measures for 
enforcing the law, the Board points out that some assert, "with 
a considerable show of reason/' that to tax intangibles is double 
taxation; that others advocate a low fixed rate upon all per- 
sonal property; and that the matter is "worthy of the atten- 
tion of the legislature." 

III. Defects in Theobt op Generax Property Tax 

The reports of both special and general tax commissions, in 
States where the administration of the general property tax is 
severe, as well as in States where the administration is lax, 
show a substantial agreement among administrators that 
the general property tax system has broken down, despite all 
practicable attempts at enforcement, and that the remedy for 
the resultant evils is not in the application of more stringent 
methods but in a change in the system. 

There are two reasons why the general property tax has failed 
in operation. First, because under modern conditions it cannot 
be enforced effectively. Secondly, because of a more or less 
conscious recognition of the fact that strict enforcement would 
result in a still greater injustice than now prevails. 

(A) The Impracticability of Enforcement 

The practical difficulties in the way of enforcing the general 
property tax are well known. They form the subject of many 
official reports, and of addresses in the volumes of Proceedings 
of the International Conferences on Taxation. It is unnecessary 
to do more than to outline them briefly. 

Under modern conditions, much property that is valuable 
to its individual owner (whatever its economic status) is in a 
form that permits of easy evasion. The paper evidences of 
ownership of property which the general property tax system 
seeks to reach in the hands of the owner, can readily be con- 
cealed, or there can be a colorable transfer of title. Credits and 
debts can be juggled. Visible personal property can be tem- 
porarily transferred into another district or State. Where the 
taxpayer makes his own return, he can undervalue or omit some 
of his property. If the assessor tries to inventory the property, 
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property on the same basis as real estate, and such is the con- 
clusion reached by nearly all students of taxation ; in fact, the 
attempt to do so works injustice and inequality." And the 
Board recommends "the division of personal property into 
appropriate classes and taxing it at a fixed rate according to its 
class." 

The law in New Jersey still requires the assessment of nearly 
all personal property under the general property tax system. 
In practice, however, the enforcement of the law is lax. Com- 
menting on the situation, the New Jersey State Board of Equali- 
zation says, in its report for 1907 : 

"The troublesome question of the assessment of personal 
property seems no nearer a solution than it has been for a long 
time. It is fair to say that in the main personal property is 
not taxed in New Jersey. This refers especially to the intan- 
gible property." 

The Board, however, does not recommend more drastic meas- 
ures, although, and perhaps because, it possesses probably 
greater powers of supervision over local assessors than the 
supervising body of any other State. Instead, it seems dis- 
posed to accept the situation philosophically, as do many other 
administrators who may not be so frank, and says : 

"It is probably true, as it is claimed, that such intangible 
property pays taxes somewhere, in so far as it is founded on 
tangible property, and that therefore the seeming inequality 
between the taxes paid by intangible personal property and the 
burden imposed upon tangible personal property and real 
estate in this State is more apparent than real." 

In its report for 1908 the New Jersey Board says : 

fc J"The total personal shows a decrease over the past year of 
$19,582,005. No one will doubt that the personal estate in 
New Jersey, when both tangible and intangible personalty are 
included, is worth very much more than the real estate. While 
the tangible is hard enough to rate, it is practically impossible 
to rate the intangible, except by inquisitorial methods that 
public opinion will not sanction. This condition of affairs is 
not peculiar to New Jersey. It prevails everywhere that the 
same system prevails." 
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But still without recommending any drastic measures for 
enforcing the law, the Board points out that some assert, "with 
a considerable show of reason/ 1 that to tax intangibles is double 
taxation; that others advocate a low fixed rate upon all per- 
sonal property; and that the matter is "worthy of the atten- 
tion of the legislature." 

III. Defects in Theory of General Property Tax 

The reports of both special and general tax commissions, in 
States where the administration of the general property tax is 
severe, as well as in States where the administration is lax, 
show a substantial agreement among administrators that 
the general property tax system has broken down, despite all 
practicable attempts at enforcement, and that the remedy for 
the resultant evils is not in the application of more stringent 
methods but in a change in the system. 

There are two reasons why the general property tax has failed 
in operation. First, because under modern conditions it cannot 
be enforced effectively. Secondly, because of a more or less 
conscious recognition of the fact that strict enforcement would 
result in a still greater injustice than now prevails. 

(A) The Impracticability of Enforcement 

The practical difficulties in the way of enforcing the general 
property tax are well known. They form the subject of many 
official reports, and of addresses in the volumes of Proceedings 
of the International Conferences on Taxation. It is unnecessary 
to do more than to outline them briefly. 

Under modern conditions, much property that is valuable 
to its individual owner (whatever its economic status) is in a 
form that permits of easy evasion. The paper evidences of 
ownership of property which the general property tax system 
seeks to reach in the hands of the owner, can readily be con- 
cealed, or there can be a colorable transfer of title. Credits and 
debts can be juggled. Visible personal property can be tem- 
porarily transferred into another district or State. Where the 
taxpayer makes his own return, he can undervalue or omit some 
of his property. If the assessor tries to inventory the property, 
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property on the same basis as real estate, and such is the con- 
clusion reached by nearly all students of taxation ; in fact, the 
attempt to do so works injustice and inequality." And the 
Board recommends "the division of personal property into 
appropriate classes and taxing it at a fixed rate according to its 
class." 

The law in New Jersey still requires the assessment of nearly 
all personal property under the general property tax system. 
In practice, however, the enforcement of the law is lax. Com- 
menting on the situation, the New Jersey State Board of Equali- 
zation says, in its report for 1907 : 

"The troublesome question of the assessment of personal 
property seems no nearer a solution than it has been for a long 
time. It is fair to say that in the main personal property is 
not taxed in New Jersey. This refers especially to the intan- 
gible property." 

The Board, however, does not recommend more drastic meas- 
ures, although, and perhaps because, it possesses probably 
greater powers of supervision over local assessors than the 
supervising body of any other State. Instead, it seems dis- 
posed to accept the situation philosophically, as do many other 
administrators who may not be so frank, and says : 

"It is probably true, as it is claimed, that such intangible 
property pays taxes somewhere, in so far as it is founded on 
tangible property, and that therefore the seeming inequality 
between the taxes paid by intangible personal property and the 
burden imposed upon tangible personal property and real 
estate in this State is more apparent than real." 

In its report for 1908 the New Jersey Board says : 

fc J"The total personal shows a decrease over the past year of 
$19,582,005. No one will doubt that the personal estate in 
New Jersey, when both tangible and intangible personalty are 
included, is worth very much more than the real estate. While 
the tangible is hard enough to rate, it is practically impossible 
to rate the intangible, except by inquisitorial methods that 
public opinion will not sanction. This condition of affairs is 
not peculiar to New Jersey. It prevails everywhere that the 
same system prevails." 
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But still without recommending any drastic measures for 
enforcing the law, the Board points out that some assert, "with 
a considerable show of reason/' that to tax intangibles is double 
taxation ; that others advocate a low fixed rate upon all per- 
sonal property; and that the matter is "worthy of the atten- 
tion of the legislature." 

III. Defects in Theory of General Property Tax 

The reports of both special and general tax commissions, in 
States where the administration of the general property tax is 
severe, as well as in States where the administration is lax, 
show a substantial agreement among administrators that 
the general property tax system has broken down, despite all 
practicable attempts at enforcement, and that the remedy for 
the resultant evils is not in the application of more stringent 
methods but in a change in the system. 

There are two reasons why the general property tax has failed 
in operation. First, because under modern conditions it cannot 
be enforced effectively. Secondly, because of a more or less 
conscious recognition of the fact that strict enforcement would 
result in a still greater injustice than now prevails. 

(A) The Impracticability of Enforcement 

The practical difficulties in the way of enforcing the general 
property tax are well known. They form the subject of many 
official reports, and of addresses in the volumes of Proceedings 
of the International Conferences on Taxation. It is unnecessary 
to do more than to outline them briefly. 

Under modern conditions, much property that is valuable 
to its individual owner (whatever its economic status) is in a 
form that permits of easy evasion. The paper evidences of 
ownership of property which the general property tax system 
seeks to reach in the hands of the owner, can readily be con- 
cealed, or there can be a colorable transfer of title. Credits and 
debts can be juggled. Visible personal property can be tem- 
porarily transferred into another district or State. Where the 
taxpayer makes his own return, he can undervalue or omit some 
of his property. If the assessor tries to inventory the property, 



REPORT OF THE COMMITTEE ON UNIFORM 
CLASSIFICATION OF REAL ESTATE 

This Committee was appointed pursuant to a resolution 
adopted at the Third Annual Conference at Louisville, in Sep* 
tember, 1909. The resolution reads as follows : 

" Whereas, The Bureau of Census desires to prepare and pub- 
lish exhibits of real property valuations so arranged as to show 
for each civil division the value of various classes of real prop- 
erty, showing the value of land separately, and 

"Whereas, Such classification will tend to secure a more 
equitable assessment of real property, 

"Reserved, That the Conference recommends to the Inter- 
national Tax Association that a Committee be appointed upon 
uniform classification of real property, which shall prepare and 
submit to future conferences and to the legislatures of the States 
and Provinces, a classification of real property such as is con- 
templated by these resolutions, and to submit to future Con- 
ferences such further recommendations as the Committee may 
deem advisable to secure the early adoption by our several 
States and Provinces of such uniform classification of real prop- 
erty as will aid the Bureau of the Census and will assist in freeing 
the administration of the general property tax from the ine- 
quality partly due to the absence of any uniform or other classi- 
fication of real property values." 

The Committee has been guided in its work by the paper 
on the "Uniform Listing of Real Estate" by Dr. L. G. Powers, 
Chief Statistician, Bureau of the Census, which was read at the 
Louisville Conference, and which was the moving cause of the 
adoption of the resolution under which this Committee was 
appointed. The Committee begs to refer to Dr. Powers' paper, 
which should be read in connection with this report, as an in- 
troduction to the subject. Because of such reference to Dr. 
Powers' paper, this report will not repeat the reasons and ar- 
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guments therein set forth for the desirability of a uniform 
classification of real property for assessment and statistical 
purposes. 

The Committee has corresponded with the central supervising 
body in tax matters in each State, Territory, and Canadian 
Province. Twenty States and one Canadian Province have 
Tax Commissioners ; one State has a State Board of Assessors ; 
ten States and one Territory have State Boards of Equalization ; 
fifteen States, one Territory, and eight Canadian Provinces place 
the supervision of tax matters in the hands of some state official, 
charged with auditing duties. 1 

The powers of the State Tax Commissioners vary greatly. 
Some are concerned only with state revenue, some have merely 
advisory power, while a few have broad powers of direction and 
supervision. The State Boards of Equalization, as a rule, are 
composed of administrative officers, eawfficio, and possess mere 
powers of equalization as between counties. The fiscal officers, 
as a rule, merely compile and publish statistics. 

In this report, we wish to consider, — 

First, what should be the situation in order to produce the 
results desired under the resolution appointing this Committee. 

Second, the present situation in the several States, Territories, 

1 States having Tax Commissions ob a Tax Commissioner. — Alabama, 
Arkansas, Connecticut, Indiana, Ksnans, Massachusetts, Maryland, Michigan, 
Minnesota, New Jersey, North Carolina, New York, Ohio, Oregon, Texas, Ver- 
mont, Washington, West Virginia, Wisconsin, Wyoming. 

State having a State Boabd of Assessors : Maine, (New Jersey). 

States having ▲ State Boabd of Equalization: California, Idaho, Illi- 
nois, Kentucky, Montana, Nebraska, New Hampshire, New Mexico, North 
Dakota, South Dakota, Utah. (The New Jersey Board of Equalisation is 
really a Tax Commission, with broad powers, and the Board of Assessors is a 
separate body.) 

States having a Fiscal Offzgbb chabgbd with Supervision of Tax 
Matters : Arirona, Territorial Auditor ; Colorado, State Auditor ; Delaware, 
State Treasurer ; Florida, Comptroller ; Georgia, Comptroller-General ; Iowa, 
Auditor of State; Louisiana, Auditor; Mississippi, State Auditor; Missouri, 
Auditor; Nevada, State Comptroller; Oklahoma, Auditor; Pennsylvania, 
Secretary of Internal Affairs ; Rhode Island, Treasurer-General ; South Caro- 
lina, Comptroller ; Tennessee, Comptroller of the Treasury ; Virginia, Audi- 
tor of Public Accounts. 

Canadian Provinces having a Fiscal Officer charged with Super- 
vision of Tax Matters : British Columbia, Manitoba, New Brunswick, Nova 
Scotia, Ontario, Prince Edward's Island, Quebec, Saskatchewan. 

Canadian Province having a Tax Commissioner : Alberta. 
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and Provinces and how far this falls short of the condition de- 
sired. 

Third, the changes in each State needed to accomplish the 
desired result: (a) statutory changes, (6) changes possible by 
departmental rule or regulation. 

Terminology 

Before entering upon the consideration of the subject it is 
necessary to give some attention to terminology. Land, real 
estate, real property, improvements, personal property, are 
words which carry their own definitions colloquially. Legal 
definitions of these words, however, differ widely in the several 
States and Provinces. One chief difficulty is presented in the 
intangible rights or easements in public highways and public 
places possessed by public service corporations. Another diffi- 
culty is found in the old puzzling question of fixtures attached 
to real estate, particularly as applied to the permanent improve- 
ments erected by public service corporations along their right 
of way. 

Some States treat franchises, easements, and rights of way 
as real estate; other States define them as personal property. 
Some States include all betterments by public service corpora- 
tions as real estate ; others, as personal property. To enter upon 
a discussion in this report of what should be the uniform prac- 
tice among the States would lead the Committee into a serious 
divergence of views. 

The tendency in legislation at present is to provide for the 
assessments of these intangible rights and permanent structures 
along the right of way by state boards rather than by local 
assessors. The Committee has accordingly omitted any dis- 
cussion of these matters, leaving them to a subsequent report, 
if that shall be called for, and has considered only the assess- 
ment of land and improvements by local assessors and the super- 
vision of such local work by the central supervising board or 
official. 

In some of the States, the local assessors assess the right of 
way and betterment of public service corporations situated 
within their assessing districts; in other States, they receive a 
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certificate from some central body, which has assessed the pub- 
lic service corporation, stating the amount of such assessment, 
which is to be added to the local roll. In whatever way the 
assessment against the public service corporation gets upon the 
local roll, it should be so entered as not to be mingled with the 
assessments of ordinary real estate. If it is mingled with the 
other assessments, it tends to vitiate comparisons between 
States or between counties and other localities. 

Using broad definitions, then, without any special refinement, 
"land/ 1 as used in this report, means the surface of the earth, 
with the right to all the produce of nature upon it and all the. 
right to mineral or other wealth beneath the surface, together 
with all the value which attaches to it by means of drainage, 
fertilization, and cultivation. "Improvements" mean all 
structures erected upon the land. 



PART FIRST 

The Situation as it should be to produce the Re- 
sults Desired 

The preambles to the Louisville resolution are as follows : 

"Whereas, The Bureau of the Census desires to prepare and 
publish exhibits of real property valuations so arranged as to 
show for each civil division the value of various classes of real 
property, showing the value of land separately, and 

" Whereas, Such classification will tend to secure a more equi- 
table assessment of real property." 

Both of these preambles must appeal strongly to this Asso- 
ciation. Without a proper statistical basis, true comparisons 
between States and localities are impossible, and without true 
comparisons the determination of the real economic effects of 
tax laws and of their administration is impossible. 

Maps 

Dr. Powers has laid stress, in his paper, on the necessity for 
maps as a fundamental requirement. In this, he is supported 
by economists and practical administrators, and your committee 
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is convinced that maps which show the territory included within 
the territorial limits of the taxing area are prerequisites to a 
proper classification and listing of /real estate. 

Dr. Powers does not in direct words call for a tax map in each 
district. He asks for "a careful cadaster of all real estate. 11 
This amounts to the same thing, for a "careful cadaster" is 
impossible without a map or survey basis. A cadaster is de- 
fined to be a register or survey of the extent, ownership, value, 
et cetera, of the lands of a country, as a basis of taxation. 

The tax map, which every taxing district should provide for 
its assessor, need not be an elaborate affair. An outline map 
or a sketch map will serve until a better one built upon an actual 
survey can be provided. 

The western part of the United States and the Northwest of 
Canada are fortunate in having the government survey as a 
basis for such maps. Where land has been surveyed by town- 
ship, range, and section, and sold by section, half and quarter 
section, the construction of a sketch or outline map for assess- 
ment purposes is a comparatively simple matter. In other 
communities, where we have not the government survey as a 
basis, the preparation of maps presents more difficulties. In 
many States, however, there are state surveys which furnish 
such a basis; and the United States Coast and Geodetic Survey 
has published many maps, which may be had at small cost, 
which will provide an excellent basis for such assessment 
maps. 

In communities where no such aids as government surveys, 
state surveys, or government maps exist, there are frequently 
to be found maps on file in the recording offices, which will go 
far towards providing the needed basis. 

Even without any of these aids the cost of a map which will 
show the location of the various farms and parcels need not be 
prohibitive. The first map need not show the boundaries or 
areas in detail. Each year these details may be ascertained 
for some portion of the area and entered upon the map until the 
whole map has been completed in such manner as may be neces- 
sary or desirable. 

The map should be divided into convenient divisions, and the 
parcels should be numbered consecutively within each division. 
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Each farm or separately owned parcel should be one parcel and 
have a number. Thus, for example, we should have, — 

Parcel 61 Division 3 Township of .... 
100 acres 

The name of the reputed owner should be given, not for the 
purpose of making the assessment against the owner, but for 
purposes of identification and eas6 of locating a parcel upon the 
map. The assessment should be against the land, as a parcel 
upon the roll, and the question of who owns it is, and should be, 
immaterial. 

Classification of Real Estate 

Having obtained a map, on which the separate farms or par- 
cels can be shown, we come to the classification of land. Let 
us divide the subject and consider rural lands and urban lands. 

I. Rural Lands 

Dr. Powers proposed eight classes for rural lands : 

1. Land under cultivation or being used for meadows. 

2. Land not under cultivation, but capable of being plowed. 

3. Land covered with a growth of timber. 
4* Orchards. 

5. Waste land. 

6. Mineral land. 

7. Quarry land. 

8. Land that is valuable by reason of oil, gas, or other de- 
posits. 

Applying short terms (even if not quite exact) to these classes, 
we shall have, — 

(1) Cultivated; (2) Arable; (3) Timber; (4) Orchard; 
(5) Waste; (6) Mineral; (7) Quarry; (8) Oil and Gas. It 
may be possible to combine the seventh and eighth with the 
sixth, but if the eight subdivisions are adopted they will pro- 
duce much better statistical results. 

Assuming such a classification and also assuming that John 
Smith is shown upon the tax map and the tax roll as the reputed 
possessor of a farm of 100 acres, the entry would be as follows : 
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Parcel 61 Division 3 Township of ... . 

Cultivated 35 acres 

Arable 12 acres 

Timber 5 acres 

Orchard 2 acres 

Waste 39 acres 

Mineral acres 

Quarry 1 acre 

Oil and Gas 6 acres 

100 

In apportioning the number of acres to each class, if there is 
an accurate survey, or if the map is in sufficient detail to show, 
the survey or map would be followed. If no survey existed, or 
if the map were merely an outline or sketch map, the assessor 
would use his own judgment, guided by the statement made 
to him by the owner, when he visited the property for assess- 
ment purposes. 

After all the parcels had been classified in this way by the 
assessor, he would proceed to determine the value of the land 
in each parcel. To arrive at this, he would determine the maxi- 
mum and minimum value of an acre of land in each of the classes 
in the division of the township under consideration. Then 
applying his knowledge of the actual conditions, as to topog- 
raphy and location, in each parcel, he would fix the assessment 
of the land in each class for each parcel and extend the total 
as the land value of such parcel. 

Buildings and Improvements 

Buildings and improvements are valuable only when they 
are suitable to the location and to the best use of the property 
on which they stand. Much money may be put into buildings 
and improvements which add nothing to the selling value of 
the farm or parcel. The assessor is concerned only with the 
actual selling value of the farm or parcel as a whole. The way 
to determine the value of the buildings and improvements is 
to determine the selling value of the farm or parcel with the 
buildings and improvements standing on it, and the amount by 
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which such total exceeds the value of the land will be the value 
of the improvements. 

Let the assessor, then, after he has ascertained the value of 
the land, ascertain the selling value of the farm as a whole and 
enter that sum as the total value of the land and improve- 
ments. 

If an attempt is made to appraise the buildings and improve- 
ments separately, it may result in one of two things : (a) the 
total valuation will be unduly increased by giving too much value 
to the improvements, or (6) the value of the land will be reduced 
in order that the total may not be raised above a fair assessment. 
In this way the active, industrious, and progressive owner who 
keeps his buildings and improvements in repair or who provides 
all necessary or desirable improvements may be assessed too 
high as against his lazy and shiftless neighbor, who allows his 
farm to fall into neglect or decay. The land of the two farms 
may be equal in value ; and if so, should appear at the same 
figure on the tax roll. 

Improvements 

The Committee does not propose in this report to enter into 
a consideration of what should properly be considered improve- 
ments. We are aware that this question has been raised as to 
timber and orchards among other items. It may be that timber 
and orchards should be considered to be crops, instead of land 
or even improvements, and all we desire to say now is that such 
a classification as we are proposing will leave the way open to 
any legislation that may be deemed desirable upon such ques- 
tions. In addition to leaving such questions open, such a classi- 
fication as is proposed will give a statistical basis from which 
may be deduced with accuracy the financial and economic effect 
of any change in the treatment of such items as timber and or- 
chards for purposes of taxation. 

II. Urban Lands 

By urban lands the Committee wishes to be 'understood as 
including: 

(a) City and town lots, actually used as building sites. 

(6) City and town lots, unimproved, but which, by reason of 
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their location among improved building sites, have no other pro- 
spective use except as building sites. 

(c) Areas on the outskirts of cities and towns, whether plotted 
or unplotted, which, by reason of their location and their pro- 
spective use as building sites, have such value as to preclude their 
successful use as agricultural lands. 

Lots included in subdivisions (a) and (6) present no difficulty. 
They are immediately recognized and classified as urban land. 
The only difficulty is presented under subdivision (c). The 
Committee, however, is of opinion that all land which cannot 
be clearly classified as rural land should be included in urban 
land and should fall into subdivision (c). 

The rapidity of urban growth has stimulated owners of prop- 
erty adjoining large cities to prepare large areas of suburban 
land for urban use in advance of real need for it. While we may 
philosophically deplore this fact, we must nevertheless face it as 
a fact. As long as men buy and sell such lands on a present 
value, based upon such prospective use, we must, as assessors, 
take note of such present values. Accordingly this Committee 
lays down the premise that land, which, because of its selling 
value and its proximity to settled or town areas, is of such value 
that it cannot be successfully used as agricultural land, is to be 
treated as urban land and assessed on that basis and not as rural 
land. 

The difficulties are twofold, (a) to determine its proper classi- 
fication, (b) to determine its selling value. 

Classification of Urban Land 

When the land has actually been plotted, the task is easy. It 
should then be classified as town lots, according to its filed maps. 
When it has not been plotted, it should be classed as undeveloped 
town lots in acres and assessed by acreage. This appears to 
break the logic of the situation by classifying urban land as acres, 
but, on the other hand, it presents less difficulties than to classify 
and assess as rural land that which is clearly recognized by 
everybody as property which is quite different both in value and 
prospective use from rural land. 

The difficulty is wholly an artificial one, created by statute. 
Legislatures have been too ready to listen to arguments based, 
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on the one hand, on municipal imagination and pride and a 
desire for bigness in numbers and area, and, on the other hand, 
to arguments of the owners of the lands in question, based on 
their hope of gain in selling " city lots/' and have extended urban 
boundaries far beyond urban needs. The way in which Ameri- 
can cities and villages straggle out into the surrounding coun- 
try and are gradually lost in rural surroundings is proof enough 
that urban boundaries have been expanded beyond urban needs. 
Since, however, this is the fact, created by legislative act and 
with the assent, actual or implied, of the owners of property 
within such area, it follows that all such lands within the urban 
boundaries should be treated as urban lands and not as rural 
lands. 

Maps 

What has been said as to maps as applied to rural lands 
applies with much greater force to urban lands The higher 
values, the smaller parcels, the more intensive use of land, the 
possibilities of profitable use, all intensify the necessity for ac- 
curate maps with carefully defined boundaries of each parcel. 
No outline or sketch map should suffice for city or town needs. 
There should be an accurate survey, and the maps should be 
kept up to date, with corrections, at such frequency as the local 
needs may require. 

The numbering upon the maps should be by block and lot 
numbers, and the assessment should be against the land and 
not against the owner. The name of the reputed owner should 
be noted for purposes of identification and ease of reference. 

Classification of Real Estate 

The only classification of urban real estate should be, — 

(1) Lots. 

(2) Acres in the case of undeveloped suburban property not 
yet plotted. 

(3) Improvements. 

The meaning of the classification into lots and suburban acre- 
age has been explained. What has been said as to the assess- 
ment of improvements under the head of "Rural Lands" applies 
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with much greater force to city and town improvements. The 
assessor should have only two columns in his roll, in one of which 
he should enter the selling value of the land, as if wholly unim- 
proved, and in the second column the selling value of the land 
with improvements thereon. The difference between the two 
columns will represent the value of the improvements. 



PART SECOND 

The Situation in the Several States, Territories, 
and Provinces 

The Committee has compiled the following table to show the 
situation in the several States, Territories, and Provinces. It 
has been compiled from the correspondence with the various 
state officials, the statute laws of the States, the reports of the 
supervising boards in the States, the forms in use and such other 
information as could be obtained. The table is incomplete. 
Some States have failed to answer inquiries or to furnish definite 
information requested. The attempt to digest complicated 
statutes without a knowledge of local terms or local machinery 
of administration sometimes leads to erroneous conclusions. 
And finally to reduce varying systems to one tabulation may 
have resulted in wrong classification under some heads. 

[The text of the tables relating to conditions in the several 
States has been revised in accordance with information received 
at the Conference and subsequent correspondence ; a copy of 
the printed report having been sent to some public officer in each 
State, with a request for corrections.] 



324 



STATE AND LOCAL TAXATION 





I 




< aaa 



a 



a^s 



!i 



3* I 

H S5_ 



US 



?i!ii 




If 



*£ •» Q.® 







* 8< 




n 



! 

GQ 

! 



i 



i 



! 


i 


•8 




s 


1 


S 


<J 




W 




6 


1 


1 



w 






$ l W s h* s 



Hi 



i 



s s 

1 1 



■*! 



*■ 



2 




• 



s l 



j 



I 



i, 



r 



f * 




*8 

s 

a* 






3 6 p q Eo2 



REPORT ON CLASSIFICATION OF^REAL ESTATE 325 




326 



STATE AND LOCAL TAXATION 



1! 



1 





11 

88 



11 | 



i | 

8 8 

a a 



II 

•85 
.S.91 

til 



*' 



6 

.9 
11 

as 



1 1 

J J 
a a 



I 







I 



I 



i* I 



o » 



* 



ts 9 
cq s 



<2§ Ji 

16 1 







o 1 
W 



CQ 



§ a 
<3 1 



5 o 

CO CQ 



I 



I 



6 



1 

11 




Q 

S3 

P 



5 



••0 

•s 



S 



|-9 - 



a H 



I 



i 



13 >> 

.a a 

.3 i| 
I <3-3§ 



§ § 



1 

5 



A I 



£ 




o 



I 



IS 



"8 

s 

CQ 3 

PQ 



a 



& 



go 

PQ PQ 



fciz; 



I 



5 

I 

A 







c2 <2hhp £££ ^ 



REPORT ON CLASSIFICATION OF REAL ESTATE 327 



1 1 11 1 1 1 1 



1 1 

a s 



£"3 

8 - 

qi 

filj 






H 



13 1 

it I 
33 3 



I 

£ 



* 






P 






* 



£ 



II 3 

WW PQ 



J 



1 i 

4 s 



SSS 
III 



1 



3 I 



S S 
I I 






.SsS 





i- 



i* 



328 STATE AND LOCAL TAXATION 

Bearing in mind the possibilities of error in the table, a study 
of it discloses the following : 

Tax Maps 

Provisions by Statute for Tax Maps are Rare, but exist in these 
States and Provinces 

Alabama : All property must be plotted. 

Arizona : Provided for cities and towns. 

California : County must furnish to county assessor. 

District of Columbia : Required by law. 



Iowa : 


County auditor must furnish. 


Mississippi : 


Required by law. 


Missouri: 


Plat books required by law. 


Nevada: 


County furnishes map to assessor. 


New Jersey : 


Can be voted by township. 


Ohio: 


Furnished by county auditors. 


Oregon: 


Required by law. 


Utah: 


Required by law. 


Washington: 


Tax survey of State under way by Tax 




Commission. 


British Columbia : 


Owners must furnish. 


Quebec: 


Cadastral System. 



Tax Maps actually in Use 

The following list includes, in addition to those named 
above, a number of States where tax maps are in local use, 
though not required by statute: 

Alabama : Plat books in cities and in most of the 

counties. 
Arizona : In use in more prosperous counties. 

California : County must furnish to county assessor. 

Colorado : In general use. 

Connecticut : In use in some cities. 

District of Columbia : Used by district assessors. 
Iowa : County auditor must furnish. 

Kansas : Larger cities and towns have them. 

Kentucky : In Louisville only. 

Maine : Some cities have them. 
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Maryland : 

Massachusetts : 

Michigan: 

Minnesota: 

Mississippi: 

Missouri: 

Nevada : 

New Jersey : 

New York : 

Ohio: 

Oklahoma : 

Oregon: 

Pennsylvania : 

Rhode Island : 

South Carolina : 

Utah: 

Washington: 

Wisconsin: 

Wyoming : 

Alberta: 

British Columbia : 

Manitoba: 



Some large cities. 

In larger cities and towns. 

In some cities. 

In larger cities. 

Counties furnish. 

In use in each district. 

Furnished by county. 

In general use in cities. 

In some cities. 

Furnished by county auditor. 

Used by some assessors. 

All assessors have maps. 

In a few cities. 

Used in some cities. 

In Columbia and Charleston. 

In general use. 

In general use. 

In use in some localities. 

County assessors have plat book. 

In general use. 

Provided as surveys are made. 

In cities and a few rural municipalities. 



Forms of Assessment Rolls 

In the following States the forms of assessment rolls are not 
fixed by statute but may be made or altered by the authority 
named: 



Alabama : 
Arizona: 
California : 
Connecticut : 
Idaho : 
Illinois: 

Iowa: 
Kansas: 

Maryland: 



By State Tax Commission. 

Made by County Assessors. 

By State Board of Equalization. 

Each locality makes its own. 

By State Board of Equalization. 

Made by county clerk to "show such in- 
formation as may be desired." 

Prepared by county auditor. 

By Tax Commission, in accordance with 
Statute. 

By State Tax Commissioner. 
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Minnesota : By State Tax Commission. 

Nebraska: By State Board of Equalization. 

Nevada : Furnished by county. 

New Jersey : Forms recommended by State Board of 

Equalization. 

New York : By State Board of Tax Commissioners. 

North Dakota : Furnished by counties. 

Oklahoma: By State Examiner. 

Oregon : By State Tax Commission. 

Utah : By State Board of Equalization. 

Washington : By State Tax Commission. 

Wyoming : Prepared by county. 

Saskatchewan : By Department of Municipal Affairs. 

In the following States no form is prescribed by law, and the 
authority to prescribe is not given : 



Connecticut 

Delaware 

Maine 



Pennsylvania 
Rhode Island 
South Dakota 



In the following States and Provinces the forms are fixed by 



law: 



District of Columbia 

Kentucky 

Louisiana 

Massachusetts 

Michigan 

Mississippi 

Missouri 

New Hampshire 



Tennessee 
West Virginia 
Wisconsin 
Alberta 
Manitoba 
Nova Scotia 
Ontario 
Quebec 



Supervisory Powers possessed by Central Body 

Alabama: State Tax Commission may prescribe 

forms. 

California: State Board of Equalization may pre- 

scribe form of assessment roll. 

District of Columbia : Commissioners of District have general 

supervision. 



REPORT ON CLASSIFICATION OP REAL ESTATE 331 



Idaho: 

Iowa : 

Kansas: 

Maine: 

Michigan : 

Minnesota: 

Nebraska: 

New Jersey : 
North Carolina : 
Ohio: 
Oklahoma: 



Oregon : 

Utah: 

Washington : 
Wisconsin : 

British Columbia : 



State Board of Equalization may pre- 
scribe forms. 

Auditor of State has power to prescribe 
forms for local assessors. 

Power to enforce use of forms and remove 
assessor. 

By Act of 1909. Board of Assessors has 
general supervisory powers. 

State Tax Commission may require re- 
ports on forms prescribed by them. 

State Tax Commission may prescribe 
forms. 

State Board of Equalization shall pre- 
scribe forms and has general super- 
visory powers. 

Full power in State Board of Equalization 
to prescribe details of assessment lists. 

Tax Commission has supervisory powers 
over assessments. 

By Act of 1910. General supervisory 
powers. 

State Examiner prepares forms. State 
Auditor has limited supervisory 
powers. 

State Tax Commission has general super- 
visory powers. 

General supervisory powers. 

Power to prescribe all forms. 

No direct power in Tax Commission. 
Possibly by implication. 

Power to prepare rules, regulations, and 
forms. 



States having a Central Board or Tax Commission but 

with no Supervisory powers Possessed bt 

Central Body 



Arizona 
Connecticut 



Illinois 
Kentucky 



332 STATE AND LOCAL TAXATION 

Massachusetts West Virginia 

Nebraska Wyoming 

New Hampshire Alberta 

New York Manitoba 

North Dakota Ontario 

South Dakota Quebec 



PART THIRD 
The Changes needed to accomplish the Results Desired 

1. Tax Maps 

There should be embodied in the laws of each State, — 
(a) a provision requiring tax maps for each assessment dis- 
trict, or 
(6) a provision giving powers to the Tax Commission to 
require tax maps for each assessment district. 

In States which have tax commissions it will be better to give 
such commissions power to require the tax map. It is difficult 
in a statute to provide a rule which will not bear harshly on some 
locality. Where a central supervisory body exists, which is 
thoroughly conversant with local conditions, it is better to give 
the authority to such central body with some discretion in the 
exercise of the authority, so that the administration of the law 
may be adapted to local conditions and made as little burden- 
some as possible. 

In States where the central body is a board of equalization, 
usually composed of administrative officers, not directly con- 
cerned with taxation, or a fiscal officer who is concerned only with 
the collection of the taxes, or the compilation of statistics, it is 
better to embody the provision for tax maps directly in the 
statutes. 

Boards of equalization or auditors or other fiscal officers rarely 
have the knowledge of local tax conditions to enable them to 
exercise a proper discretion and supervision. Furthermore, 
their time and attention is devoted to the routine of the offices 
under their respective charge, and they usually have not the 
time or interest to study tax conditions. 
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In States having tax commissions, a statutory enactment, 
substantially in the following terms, is recommended, care of 
course being taken to make such act conform to the general ad- 
ministrative conditions and general phraseology of the tax law: 

The tax commission may require the preparation and main- 
tenance of tax maps in each taxing district. Such maps shall 
be prepared and maintained under the direction of the tax com- 
mission and in accordance with such rules governing tax maps 
as it may adopt. Each assessor, when required by the tax 
commission, shall prepare such tax maps for his district, with 
the aid of a competent surveyor. Such maps shall be drawn 
upon a scale to be fixed by the tax commission and shall exhibit 
the boundaries, the area and the topography of each parcel 
in such detail as may be required by the tax commission. The 
tax commission may extend the making of such maps over a 
period of years. Changes or alterations in the bound- 

aries of parcels on tax maps shall be noted at such times and in 
such manner as the tax commission may require. The tax 
commission may require new maps drawn upon a different scale 
or in greater detail whenever it deems proper. One half of the 
expense of making such tax maps in the first instance shall be 
borne by the state and the other half by the taxing district. The 
amount that may be required of any taxing district in the making 
or maintenance of tax maps for such district shall not in any 
fiscal year exceed two and one half per cent of the total amount 
of the taxes levied in that year upon real estate in that district. 

The maps shall be divided into such divisions as shall be ap- 
proved by the tax commission and the separate parcels shall be 
numbered consecutively within each division. 

Failure on the part of the assessor to comply with the direc- 
tions of the rules of the tax commission as to making or main- 
taining tax maps shall be deemed cause for removaMrom office 
of such 



In States which do not have tax commissions a statutory enact- 
ment substantially in the following terms is recommended : — 

The assessor in each taxing district, with the aid of a com- 
petent surveyor, shall prepare tax maps of such district. 

If any taxing district is within the limit of a city or town, 
such maps shall be drawn on a scale of not less than one hundred 
feet to the inch ; if such taxing district is without the limits of 
a city or town, the scale shall be not less than five hundred feet 
to the inch. Each separately assessed parcel shall be shown 
upon such maps and its boundaries, area and topography shall 



334 STATE AND LOCAL TAXATION 

be shown in such detail as they may be known to the assessor. 
The maps shall be divided into convenient divisions and the 
separate parcels shall be numbered consecutively within each 
division. 

The making of such maps may be extended over a period of 
years, and may be further extended by order of the 
court upon proper cause shown. 

Changes or alterations in the boundaries of parcels shall be 
noted prior to the beginning of each new assessment. 

One half of the expense of making such maps in the first in- 
stance shall be borne by the State, and the other half by the tax- 
ing district. The amount to be expended by the taxing district 
in the making or maintaining of such tax maps for such district 
shall not in any fiscal year exceed two and one half per cent of 
the total amount of the taxes levied in that year upon real 
estate in such district. 

Failure on the part of an assessor to make or maintain tax 
maps for his district as above provided shall be deemed cause 
for his removal from office. 

These proposed statutory enactments are necessarily drafted 
in broad outline only. No attempt is made to indicate the man- 
ner in which the rules of the tax commission shall be adopted, 
promulgated, or enforced ; or to indicate the manner in which 
the State shall meet its half of the expenses ; or the manner in 
which a delinquent assessor shall be removed from office or his 
successor appointed. These and similar administrative details 
can be worked out in accordance with the letter and spirit of 
the tax law in force in the particular State. 

The suggestion that the State should pay one-half is made 
for two reasons : (a) because of the objections that will be made 
by taxing districts to the expense of tax maps ; (6) because an 
equitable assessment is a matter of general concern and not 
merely a local affair. In like manner the limit to the amount 
of annual expense is inserted. The two and one half per cent 
is inserted merely as a suggestion. Local conditions must 
determine the correct percentage. 

2. Classification of Real Estate 

Tax maps, when all is said and done, are but an instrument, 
a means to an end ; and the end to accomplish which the instru- 
ment is designed is an accurate assessment. Other instrumen- 
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talities are needed to that end, and one of the best is the classi- 
fication of real estate which has been discussed in Part First of 
this report. Such a classification can be put in use without tax 
maps as the basis. The tax maps are needed to insure accuracy 
in the classification, but even without the maps, great improve- 
ment over present methods should result from the use of the 
classification. 

In such classification there is no room for discretion or judg- 
ment. Hence nothing is gained by framing the act so as to 
leave the adoption of the classification to the rules of the tax 
commission. The following amendment to the tax law of each 
State is recommended by the Committee : 

Classification of Real Estate 

Land included within the boundaries of a city or town (vil- 
lage, borough, or other local term) is urban land. Land outside 
of the limits of a city or town (village, borough or other local 
term) is rural land. 

Rural land is divided into eight classes as follows : — 

1. Cultivated land, which includes all lands under cultiva- 
tion or being used for meadows. 

2. Arable land, which includes all land not under cultivation 
but capable of being plowed. 

3. Orchard land, which includes all land covered by fruit- 
bearing trees. 

4. Timber land, which includes all land covered by timber 
containing not less than trees to the acre, averaging not 
less than inches at the butt. 

5. Mineral land, which includes all lands containing coal, 
iron or other mineral in quantities sufficient to pay for mining 
them. 

6. Quarry land, which includes all land containing stone in 
quantities and quality sufficient to pay for removing it. 

7. Oil and gas land, which includes all land containing oil, 
gas, or other deposits in quantities sufficient to pay for extract- 
ing them. 

8. Waste land, which includes all land not included in any of 
the other classes. 

Urban land is divided into two classes : — 

1. City and town lots, which include all land which has been 
plotted or subdivided into lots. 

2. Undeveloped acreage, which includes all land not included 
in city or town lots. 
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Classification of Land by Assessors 

In assessing rural land the assessor shall ascertain as nearly 
as he can, and enter upon his field book: — 

1. The area in acres of each separately assessed parcel. 

2. The amount in acres and fractions of an acre of each of 
the eight classes of rural land contained within such parcels. 

3. The minimum and maximum value of an acre of each of 
the eight classes of rural land within his district. 

4. The value of the amount of each of the eight classes of 
rural land contained in each separately assessed parcel. 

5. The total value of the amounts of all classes of rural land 
contained in each parcel. 

6. The total value including buildings and improvements 
of each farm or separate parcel. 

7. The name of the reputed owner of each separate parcel. 
In assessing urban land, the assessor shall ascertain and enter 

upon his field book: — 

1. The value of each city or town lot, as if wholly unimproved. 

2. If undeveloped acreage, in addition to the value of the 
whole parcel, the value per acre of said parcel and the number 
of acres in said parcel. 

3. The value of each city or town lot including buildings and 
improvements and the value of each parcel of undeveloped 
acreage including buildings and improvements. 

Such field book, containing the above entries, shall be open to 
inspection by the public at all proper times. 

3. Assessment Rett 

It will be noted that in this proposed amendment to the tax 
law, the assessor is directed to enter the details of his assessment 
in accordance with the classification proposed upon his "field 
book 11 and not upon the assessment roll. This is intentional. 
It is unnecessary to cumber the assessment roll with this detail. 
The assessment roll should contain, — 

1. A description of each separately assessed parcel, as brief 
as possible and consistent with easy identification. A reference 
to the division number, block number, and parcel number 
should be sufficient. 

2. The assessed value of each parcel. 

The assessor's office record (field book) should show all the 
detail by which he arrived at the total assessed value as entered 
upon the assessment roll. This record or "field book" should 
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be open for public inspection and should be in such shape as to 
afford a ready means by which an aggrieved taxpayer can com- 
pare his assessment with his neighbors' and with all others in 
his district. By such means he should be able to compare and 
study the land values and improvement values of all properties 
around him. 

4. Statistics of Assessed Values 

We may have gained the tax maps and the classification of 
real estate, by means of which an accurate assessment may be 
made in any district ; but there remains one other desired check 
upon the assessor, and that is publicity beyond his own district. 
The whole State is interested in accurate assessment in each 
locality. The State can only be informed of local assessments 
by accurate statistics. Statistical information as to assessed 
values is needed, therefore. By means of statistics, general 
averages can be struck. When any locality rises or falls sharply 
above or below the average, it is a danger signal and calls for 
immediate investigation. The Committee, therefore, recom- 
mends that the tax law of each State be amended by inserting 
the following: 

Statistics of Assessed Value of Real Estate 

On the day of in each year, each assessor shall 

report to the tax commission [or central supervising body] the 
following information : — 

I. The number of separately assessed parcels of rural land 
in his district. 

2. The number of acres of rural land assessed. 

3. The number of acres of each class of rural land assessed. 

4. The total value of each class of rural land assessed. 

5. The total value of rural land assessed. 

6. The total value of rural land assessed including buildings 
and improvements. 

7. The number of separately assessed parcels of urban land 
in his district. 

8. The number of separately assessed parcels of each class 
of urban land. 

9. The number of acres of undeveloped acreage. 

10. The total value of each class of urban land assessed. 

II. The total value of urban land assessed. 

12. The total value of urban land assessed including buildings 
and improvements. 
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In states where the assessment of the right of way or better- 
ments by public service corporations are made by the local 
assessor or entered upon the local roll, another item should be 
added to the statute, requiring a separate report of the total 
of such assessment. 

5. Changes to be accomplished by Administration 

By reference to Part Second of this Report, it will be seen 
that the central boards of certain States have supervisory powers, 
which, on a reading of the statute law, appear to give them power 
to prescribe forms and to regulate, to a greater or less extent, 
the assessment roll. 

Your Committee, being composed of administrative officers, 
recognizes the wide difference that may exist between the inter- 
pretation that may be placed upon a section of a law by a person 
who desires to see it enforced in a certain way, and the inter- 
pretation placed upon it by the official charged with its enforce- 
ment. The official may be as eager to accomplish a given result 
as the outside interpreter of the law, but he is confronted by 
difficulties of administration, hardened official precedent, 
diffident advice by his constitutional adviser, delay, and the 
great inertia of governmental machinery that hinders the doing 
of old things in a new way. 

Our laws to-day are made up of two parts: (a) the statute 
books, (6) the ways in which the statutes are interpreted and 
enforced. Bearing all this in mind, the Committee is reluctant 
to say that any of the States mentioned in the last schedule in 
Part Second can by administrative action bring to pass any of 
the changes herein recommended. The Committee, however, 
is firmly of the belief that the States mentioned in that schedule 
are fortunate in having commissions vested with powers in that 
direction, even if there be some question as to their exercise. 
The Committee earnestly urges such commissions to use these 
powers and to call upon their legislatures to supplement them 
where they may appear to be weak. 

Conclusion 

In conclusion the Committee presents to this Conference for 
adoption the following resolution : 
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Whereas, Without a proper statistical basis, true comparison 
between States and localities is impossible, and without true 
comparison the determination of the real economic effects of 
tax laws and their administration is impossible ; and 

Whereas, The intent of all general tax laws is to produce equal- 
ity of tax burdens among taxpayers by means of fair and accu- 
rate assessments, — 

Resolved, That fair and accurate assessment of real estate will 
be promoted by the adoption of tax maps and the classification 
of real estate as presented in the report of the Committee on 
Uniform Listing of Real Estate, submitted herewith ; and 

Resolved, That intelligent study, analysis, and criticism of 
assessments and assessment methods will be promoted by the 
adoption of statistical reports as presented in the report of the 
said Committee. 

T. C. Townsend, State Tax Commissioner, West Virginia, Chairman. 
J. E. Frost, Member State Tax Commission of Washington. 
William S. Glass, Member State Tax Commission of Kansas. 
John Pebbie, Tax Commissioner, Province of Alberta. 
A. C. Pletdell, Secretary of New York Tax Reform Association. 
L. G. Powers, Chief Statistician, Bureau of Census. 
Frank Schutz, Tax Commissioner, City of Milwaukee. 
J. J. Thomas, State Board of Equalization, Utah. 
E. L. Heydecker, Assistant Tax Commissioner, City of New York, 

Secretary. 

Committee on Uniform Classification of Real Estate. 



DISCUSSION OF REAL ESTATE CLASSIFICATION 

Mr. T. C. Townsend (West Virginia) : The report of the 
Committee on Uniform Classification of Real Estate has been 
printed, and I presume it is in the hands of the delegates of the 
Conference. The Chairman of the Committee did not prepare 
this report. Whatever good or bad is found in it, the chairman, 
of course, has to stand for. While I indorse it, the honor of 
preparing the report belongs to Mr. Heydecker of New York, 
and he will now discuss the report to some extent. 

Mr. E. L. Heydecker (New York) : As the chairman of the 
Committee has stated, the report is in print, and has been dis- 
tributed during all the sessions of the Conference. We will, 
therefore, not read it, because it is lengthy. 

Those who were present at the Conference at Louisville last 
year will remember the interest with which we listened to the 
paper on Uniform Classification of Real Estate read by Dr. 
Powers. Following that paper, a resolution was adopted under 
which this Committee was appointed. After considering Dr. 
Powers's paper, the Committee practically took that paper as 
the basis of its work, so that it should be read in connection 
with it as an introduction to the report. [This paper was re- 
printed in connection with the Committee report.] We have 
endeavored to follow the lines laid down by Dr. Powers in his 
suggested classifications. 

The report is in three parts. In the first part we have tried 
to show the situation as it should be to produce the results 
desired. It may appear that to propose to classify real estate 
into eight classes is to attempt rather an elaborate classification, 
but it must be borne in mind that any classification of real estate, 
no matter how simple it might be, is an advance on the present 
situation, and we might as well get a good classification with 
eight parts as a poor one with less. It will probably be putting 
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just as much burden on the average local assessor if you ask him 
to classify under two or three different heads as to classify under 
eight. The classification under the eight heads suggested 
carries out Dr. Powers's views on the subject, and it appears 
to be a logical division. 

Of course, if we assume that some States would enact into law 
the classification suggested, it is very probable that the first 
assessment made under this classification would be very ragged. 
But the provisions of law suggested in this report for the detailed 
report by the local assessors to the higher board, and the compi- 
lation of statistics that would follow from these detailed reports, 
would give to the boards of review, whether they be local boards 
of review, or county boards of review, or the State Tax Commis- 
sion, the power to analyze the returns, to compile statistics, and 
to study the details of the work of the local assessors. So that 
we may assume that, if we have the statistical basis that would 
follow from the enactment of this classification, it would not be 
many years before the work of the local assessor would be well 
done, and under the careful scrutiny of those higher up they 
could follow out these classifications. 

The second part of the report is an attempt to state the 
conditions as they are in the several States and Canadian Prov- 
inces. That part of the report gave the greatest difficulty to 
the Committee, because it was dependent upon correspondence 
with the authorities in the different States, and some of the 
information that we attempted to collect and tabulate here 
could be only obtained by correspondence; it could not be 
found in the reports or in the statutes. For example, there was 
nothing in the statutes or the reports that would indicate the 
extent to which tax maps are used. There are many cases 
where tax maps are used, particularly in States without any 
provision in the law requiring their use, unless it be a provision 
in some local or city charter ; and all the information that we 
could obtain on that line is drawn from the letters which were 
received in response to the circular letters sent out by the 
Committee. 

You have seen the exhibit in the headquarters room of the 
assessment forms and the maps. These will be sent to the 
office of the corresponding secretary at 29 Broadway, New York, 
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so that they may be a part of the archives of the Association, 
and available for use to any one who wishes to correspond with 
him. The building up of such a reference library under the 
direction of the Association will prove of immense benefit, 
and this will be, perhaps, the beginning. 

In the third part of the report we have tried to indicate a 
line of statutory changes to bring about the results that we 
desire. As in the case of the proposed inheritance tax law, 
the amendments are drafted only in broad outline, and there is 
no attempt to meet the needed administrative changes in the 
law of each State that would be required to make them effective. 
That has to be worked out by the legislature of each state. 

Mb. A. E. James (Madison, Wis.) : The desirability and 
necessity of classification cannot be questioned, nor can the 
need of correct statistical work be questioned, but I do wish to 
rise to a question as to the specific recommendations pertaining 
to the eight classes into which it is recommended the land be 
classified. These are: land under cultivation, land capable 
of cultivation, land covered with timber, orchards, waste land, 
mineral, quarry, and land valuable by reason of oil, gas, or 
other deposits. The five first classifications are based upon 
surface indications, and the last three are based upon indica- 
tions of value under the surface. As a result, the classification 
is not mutually exclusive. Land that is not actually being used 
for the purpose of exploiting mineral deposits may be under 
cultivation. It may properly be called waste land; it may 
fall under timber land. It would be desirable — and I think 
Dr. Powers's paper, if carefully read, would indicate that his 
recommendation is — that the classification be upon surface 
indications in one case, with a subclassification dealing with 
the subsurface indications in the other. 

Also, far from believing that this proposed classification is too 
extensive, it seems to me it is not extensive enough to give us 
the proper statistical material from which to work. In the first 
place, the classification of timber land gives no indication of 
that land which is properly subject to forestry purposes and 
that land which is merely farmers' wood lots. There is a vast 
deal of difference between northern Wisconsin, largely a forestry 
area, and such States as Indiana, Illinois, and Ohio, which practi- 
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cally have no potential forestry area at all. It seems to me that 
the timber lands should be subclassified into wood lots and 
forest land. 

"Waste lands" is more or less a catch-all classification, and 
it might stand some.subclassification. Waste land is so varied. 
There is so much question as to its ultimate use. It may be 
waste land simply because it is not in use, and it may be in the 
transition stage between forestry conditions and the conditions 
of settled agriculture, but the land itself is suitable for use, if 
properly used. It may be, on the other hand, rocky and 
utterly unsuitable for any use, as large areas in the Western 
part of the country, in the Rocky Mountains, and some smaller 
areas in this State, and then it would answer that classification. 

Taking up the classification of urban real estate, the recom- 
mendation of Dr. Powers and of the Committee is that the com- 
mon classification found in many of the States with reference 
to improvements, and the total of land and improvements, be 
abandoned, and two columns only be carried, the total value, 
and the value of the bare land surface. That recommendation 
is based upon a perfectly logical analysis of the mental operation 
of the ordinary assessor, who undertakes to value improvements 
not upon their sale value, but upon their cost value ; but I do 
not believe the reform of that evil is likely to come by dodging 
the whole issue and omitting the valuation of the improved 
property. It seems to me that perhaps a change of the order of 
the ordinary columns, letting them stand as they ordinarily 
are, and as they are used in Wisconsin, putting the total first, 
the value of the land second, and the value of the improvements 
third, with careful instructions to the assessor as to how im- 
provements should be valued, would accomplish better results 
than to simply indicate the two totals and require a substraction 
to determine what the assessor has fixed as the value of the 
improvements. 

Governor E. F. Noel (Mississippi) : In the proposed classi- 
fication, rural lands are divided into eight classes, but there 
is nothing at all said as to classifying improvements. On the 
next page [336] is this: 

"In assessing rural lands the assessor shall ascertain as nearly 
as he can, and enter upon his field book, 
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1. The area in acres of each separately assessed parcel ; 

2. The amount in acres and fractions of an acre of each of 
the eight classes of rural lands contained within such parcels; 

3. The minimum and maximum value of an acre of each 
of the eight classes of rural land within his district." 

In neither does it say whether the acre is improved or unim- 
proved, that is, whether improvements are included or ex- 
cluded. There is nothing said, directly, as to improvements 
except under this sixth heading: "The total value, including 
buildings and improvements, of each farm or separate parcel.' 1 

Now, that would include dwellings, farms, gins, and every 
other improvement ; buildings are all grouped in one class with 
land, instead of having them separately. I think it would 
be indefinite, and therefore erroneous. The residences and all 
the other improvements would be grouped together, and made 
vague and uncertain, and incapable of accurate valuation. 
It seems to me there should be another class of " various im- 
provements and their valuation." The improvements should 
be classified as well as the lands. I think residences at least 
should be classified and valued; and possibly all the other 
improvements could be put in one group. That is the only 
objection I have to the report. 

In regard to the table, showing maps used, supervision, etc., 
in Mississippi: Tax maps with us are required by law, but' the 
requirement is simply that they shall show each township. The 
townships are subdivided into sections and quarter sections. 
The only use that is made of the maps in Mississippi is to see 
that all the land is assessed. The streams are laid out on the 
maps, and roads on most of them, but the classes of farming 
lands, cultivable lands, whether improved, etc., are not shown. 
I do not think any of the maps show what buildings are on them 
excepting schools. Our requirements should be more specific. 
The maps should be more definite, and show the character of 
land, each differently colored, and also all improvements. 

The supervisory powers in Mississippi are said, in the table, 
to be none. We have no central authority vested in the state 
government to overlook local tax assessments. We have 
seventy-nine counties and seventy-nine assessors who receive as- 
sessment lists from the individual owners. Every two years the 
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land is assessed, and every year the personalty. The assessors 
then make up tax rolls, personal and realty, and submit them 
to the County Board of Supervisors, which consists of five 
members elected by districts, who select their president. They 
hold meetings and revise assessments. They usually take about 
three or four days with personalty and a week with realty. 
Their supervisory power is local, and their constituents' interests 
are chiefly consulted in many instances. The state tax levy 
is uniform; and if property is assessed at 75 per cent of real 
value in one county and 25 per cent in another, it actually 
imposes collection of three times as much state tax on those 
assessed at 75 per cent as those at 25 per cent. 

That is altogether unjust. There is a power of revision, 
theoretically. Any taxpayer or officer can appeal from the 
board's assessment to the courts. The taxpayer sometimes 
does appeal for overassessment, but no one ever appeals for 
the State for underassessment, and the consequence is it is 
a power and right possessed by the State and individuals to be 
used for the State which is practically never exercised. You 
take six thousand assessments, probably nearly every one 
erroneous, appeals to the courts on each one of them would, 
of course, defeat any action whatever. The courts could never 
have time to dispose of the appeals. 

The assessors are elected, and often they look to their con- 
stituency just as other citizens are looking to their local bene- 
fits. I have a letter from one of the assessors in my State, in 
which he says that the tax lists, as reported, were entered on the 
rolls in every case, without any change, just as the individuals 
handed them to him. He submitted it to the Board of Super- 
visors, and the Board of Supervisors reduced the assessment 
over $900,000 without any complaint at all, and the reason 
assigned was the state school fund. Sixty per cent of our state 
taxes go to the school fund ; and there are some counties, with 
low assessments, which get more for school funds than their 
whole state taxes. 

As to forms, we use a form showing the quantity of land, 
and how located in each section. The law requires forms to be 
provided, but does not specify the details. We have courts 
as boards of review, through appeals, but they practically 
exercise no power of supervision nor equalization. 
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Mb. J. J. Thomas (Utah): Your Committee, in preparing 
this report, could not find it possible to enumerate, in the dif- 
ferent classifications of real estate, rules to meet every con- 
dition that existed in the various States, counties, and town- 
ships of the United States, and the provinces of Canada. There 
had to be simple, general rules laid down. For instance,* where 
we mention "cultivated lands," etc., the different States could 
expand that rule and provide different classifications to meet 
their conditions. 

One gentleman was speaking awhile ago about waste land. 
Out in my State we have waste lands that come from the alkali 
or mineral in the soil. We have waste lands because they are 
simply sandy deserts. We have waste lands because they are 
mountain tops and are snowbound all the year around. It 
was utterly impossible to put into a report of this kind any 
rule that would meet all these varying conditions. It was 
intended simply to give a general outline, by giving general 
directions, which, if adopted and carried out in the various States, 
would give assessors some idea of how to get a correct assessment 
of all the various kinds of real estate, under the various con- 
ditions we meet throughout the United States and Canada. 
Those things are simply directory ; they could not be mandatory; 
but if carried out generally or expanded so as to meet the local 
conditions, I think these rules will assist in improving general 
conditions. 

Professor Charles J. Bullock (Massachusetts) : I take it that 
we are all agreed that our Committee on Uniform Classification 
of Real Estate have performed a very important task, and that 
this report is a very substantial record of progress. It is not to 
be expected, however, that any such first report should cover 
all the ground ; and the report is such as to give me at least 
a desire for more of the same sort of thing. I am going to move, 
Mr. Chairman, that the report be accepted, and then serve notice 
at this time that I am going to submit to the Committee on Reso- 
lutions a resolution asking for the continuation of this Com- 
mittee, with a view to further investigation. I believe, for in- 
stance, that if this Committee should send this report to every 
state and local official to whom they applied for information, 
they would receive a volume and a kind of information about 
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local conditions that would enable them to bring out a report 
next year that would be of great value. 

[A resolution relating to this subject was adopted at the 
Seventh Session and is printed also, page 26.] 

Mr. William H. Cobbin (Connecticut) : I want to express 
my very great appreciation of the work of this Committee. I 
believe that every sentence here is a very valuable contribution 
to practical administration. I think that what the assessors 
need is not quite so much cussing but more education. A 
lot of them are willing to be educated. They want to know 
something; and a man who does know something about the 
work has not time to get around and educate all those men. I 
would like one hundred and sixty-eight of these reports to send 
to the chairmen of the boards of assessors in the one hundred 
and sixty-eight towns in Connecticut. If it can be done, I think 
the next assessment, which they make of the land, of the farms 
in Connecticut, will be very much better than has ever been made 
before. 

Mr. T. A. Polleys (Minnesota) : In connection with the 
railroad work which I am engaged in, I have done a great deal 
of work the past half dozen years in the way of familiarizing 
myself with land values, particularly acreage value, in four out 
of the five States in which our road operates. They are, Wis- 
consin, in which this question is very ably handled by the Tax 
Commission; South Dakota, Iowa, and Nebraska, where I 
have done a good deal of work in the various county seats. 
I want to express my approval of the sentiments which have 
been expressed that what the local assessors need is not so much 
cussing, but more help. It is surprising to me in almost every 
county I go into to see what a great lack of real information 
there is. What is true in thirty or more counties that I work 
in for my company is true, undoubtedly, everywhere. It 
seems to me such information will be valuable to them. It is 
up to somebody to go into that field and help to educate them, 
and then they will be in a better position to understand all 
these questions, and work them out more intelligently. 

Dean Thomas Sterling (South Dakota): I cannot help 
but agree with these gentlemen about the immense value of 
this report, but there are one or two things to which I would 
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like to call attention. For example, the education of our asses- 
sors has been spoken of, a very desirable thing, undoubtedly; 
but the question is whether we had better not educate by de- 
grees and not impose too much upon the assessor at once. 
This classification of all the land that may be comprised in any 
farm, or tract, into eight classes as against a system which here- 
tofore has made no classification, is a marked departure, in 
most jurisdictions, at least. 

The report provides that the assessor should find the mini- 
mum and maximum value of each one of these several classes of 
land, and then from that ascertain the value of these particular 
classes, — arable land, mineral land, land covered with a growth 
of timber, etc. So far it seems to me it is very important, and 
will be most beneficial. It is a wonder that we have not thought 
of it before, and that it has not been more universally adopted 
for the information that such a course on the part of the asses- 
sor would provide for the reviewing board, or for any supervisory 
officer or body. It would thus be known whether the assess- 
ment was properly made. But you are asking the assessor 
now, not only to classify this land found in any one farm, but 
you are also asking' him to do a thing that is difficult for any one, 
namely, to sever the waste land or the timber land, or the or- 
chard land, from that particular farm, and to put a value upon 
it, a thing almost impossible. 

It seems to me that the only thing we ought to speak of 
would be to take into account the orchard land, or waste land, 
or mineral land, or tillable land in a given tract, and having all 
those elements or factors in mind at the time, determine from 
them what the value of that one tract of land is. You cannot 
disassociate or sever from the farm one particular piece of land, 
the waste or arable land, and say it is worth so much. I think 
we should not try to impose upon the assessor the duty of 
classifying the land that may be found in a farm, and putting a 
value under the one heading upon each particular parcel of land. 

Mr. T. D. Foster (Colorado) : So far as I know, I am the 
only county assessor present. There has been quite a little 
criticism, and much of it just, in regard to the fitness of the 
various county assessors. Now, I have been in a position to 
see things somewhat from both sides of this proposition, being 
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the president of the Association of County Assessors of Colo- 
rado. In the course of my duties, I have visited many of the 
counties, at the request of our state officials, for the purpose 
of assisting these various assessors to arrive at a more correct 
and methodical system of carrying on their work. I find in 
some cases that the elected assessor of the county is absolutely 
incompetent for the position, though almost always, of course, 
with a desire to do what is correct. In many cases I find that 
the assessor is more competent and more ready to do what is 
right than he has an opportunity to do under the rule of the 
county commissioners. The assistance rendered is decided by 
the county commissioners. I know counties that have a great 
deal more area than many of the Eastern States, where the asses- 
sor is allowed but one deputy to do this work. I have had 
assessors in Colorado tell me that for six or eight years, the 
time that they have been in office, they have not been permitted 
any assistance whatever, and they have, consequently, never 
visited any other part of their county than that which was in 
close proximity to their county seat. They did not know even 
new land to which title had been secured from the government 
within the last four years. Our laws require that they receive 
that report each year, and they can get that if they desire it. 
They cannot tell anything about the improvements upon the 
ground or the classification of this ground. 

I would like to call your attention to the schedule of Colorado 
(which is on the exhibit board in the ante-room), which, by 
request of our state auditor, Mr. Kinehan, was submitted by 
me, and adopted as the official schedule for Colorado. I notice 
that the classification of land which is made there closely corre- 
sponds with the classification in this report. We feel quite 
proud of having anticipated the needs of such a classification, 
and hereafter in our State — this is the first year for that sched- 
ule — we hope to have the statistics of our State in such shape 
that any one can tell at a glance the different kinds of assessable 
lands and the values that are put upon the several classes. 

In my visits among the assessors I found that one of the 
difficulties that we have along that line is just as I have recited. 
The assessor is compelled to itemize things and abstract the 
different lands. He has no opportunity to get out and make in- 
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vestigation, either personally or through deputies, unless the 
county commissioners permit him to have all assistance that is 
necessary. It is the purpose of the officials of Colorado this 
year to draft a new revenue code and present it to the next 
legislature, and we hope in that way to correct many of our 
difficulties. We feel that the main thing that we want is a state 
taxing board that has absolute jurisdiction over the assessors 
of the State. We have been told that the thing we have to 
encounter in the matter is that our county assessors are elected, 
that the state board has not the jurisdiction to remove them, 
and we have not decided how we will overcome that difficulty. 
But along the lines that I have suggested, we hope soon to have 
a revenue law that will be effective and up to date. 

Governor Noel: I said awhile ago there was no criticism 
of the report except that its classification does not go far enough. 
I think that it is of great importance to meet, as proposed, these 
conditions. I was born and reared in the country, and rarely 
went to city or town until I became of age and began the 
practice of law, and I know our country life. As to these 
classifications, — the most ignorant assessor, I do not care how 
ignorant he is, can make them. First, you have the tillable 
land. He will say, "How many acres have you in culti- 
vation ? " The owner will give the number. " How many not in 
cultivation?" "So many," giving the number. Any man 
will know enough for that. If it is a large farm or a plantation, 
this is all on the books, and he can tell exactly ; and if the tract 
is small, the owner can tell it very readily — how much arable 
land is in cultivation or lying idle. Then as to the orchard 
land : he will know how much of that he has, whether it is half 
an acre or more. The man who has that kind of land, whether 
it be a small tract or a large tract, always knows exactly how 
much he owns. Next, in the same way, you will take up the 
timber land. The only question is what constitutes timber 
land, and that is defined here. They all know approximately 
how much timber land they own. And then comes the mineral 
land ; and they have that in their mind, and they know it and 
its amount. So you could really put the whole matter into 
five classes. I would say tillable land, in cultivation ; and not 
in cultivation ; orchard ; and timber ; and then the rest. Any 
2a 
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man, if he has enough sense to own land, or enough to keep it 
for a year after he owns it, can make this classification and also 
the valuation. What are the elements of the land? They 
are valued according to productiveness. If a man has fifty 
acres and clears say $10 or $5 an acre, he knows the value of 
that land, and if he don't, he can tell the assessor things and give 
him information that will enable him to tell how much it is 
worth. I do not see anything difficult about the proposition 
of classification. 

Mr. R. E. Btbd (Virginia) : I would like to ask Governor 
Noel a question with reference to orchard land. I live in the 
lower valley of Virginia, and it is perhaps getting to be the great- 
est apple country in the world. Now when an orchard is first 
planted, of course, its value is not much greater than the land 
without the orchard. The land progresses in value as the or- 
chard matures, and of course when it begins to bear, that is the 
most valuable time. Therefore, orchard land in our country 
will run from $50 an acre up to $500. Now would it be an easy 
matter on the part of the assessor to say just what that orchard 
land would be worth ? 

Governor Noel : I spoke of classification, and not valuation. 
The classification would be "five acres in young orchard trees," 
"not bearing," and if the owner grew corn, melons, or something 
else, the value for that use could be indicated. It would not 
be a valuation of the orchard at all, except prospectively, and 
the prospect might never materialize. The orchard should not, 
as such, be valued by the assessor until it produces an income. 
But I was speaking of classifications and of the quantities of 
each class. The assessor should report about how many of 
the trees are bearing and how many not bearing, for the next 
year those that are not bearing may be bearing then. It was 
a classification that would furnish a basis of valuation by the 
assessor, or supervisory authorities, that I discussed. 

Prof. B. M. Anderson (Missouri) : I want to bring out a 
thought, briefly, which was suggested by the previous speaker 
on the several classifications, with the limitation of each. We 
have no criticism at all of this report, but there is often a danger 
in breaking things up into bits and then taking them up one 
by one instead of taking the thing as an organic whole. I do 
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not know how far this criticism would apply to you, but down 
in southwestern Missouri we have a situation which might make 
classifications of this sort an inadequate basis for the valuation 
of the whole parcel. 

Sometimes particular combinations in a whole piece of land 
are worth more than when taken piece by piece. For example, 
in certain parts of the State where they can raise cattle to good 
advantage in the Ozark Mountains, they cannot raise enough 
corn to keep the cattle in the winter. A man may have a piece 
of bottom land on which he can raise corn, and he may keep his 
cattle through the winter because he has the corn. You would 
have to put the pasture land by itself and the bottom land by 
itself. Orcharding with us is somewhat a hazardous occupa- 
tion. Once in a while we get a magnificent crop, and often we 
get half a crop. Sometimes we run into a bad season and it 
spoils the crop entirely, and a man, as I say, who has only or- 
chard land, is in a hazardous position. He cultivates the land, 
and if it turns out all right, it is regarded as a more valuable 
piece of land. I merely cite this matter so that we can take into 
account the different elements in a combination. 

Mb. Thomas: I think that the proposition which has just 
been raised is very important, and Governor Noel has called 
attention to the distinction to be made between classification 
by area only, and classification with reference to the character 
of the improvements. In connection with this difficulty of 
fixing the value with reference to the different classifications, 
possibly the assessor may drop back upon the plan that the 
Wisconsin Tax Commission takes with reference to railroads. 
They tell us they have taken into account the net-earning 
power, the gross-earning power, the physical condition, the 
reproduction value, the stock and bond value; they take all 
these things into account, and render a general verdict, but we 
do not know the elements of that verdict. 

Mb. J. W. Harris (Manitoba) : Just a word in addition to 
what has been said upon the subject that seems to have pro- 
voked so much discussion, — the classification proposed, showing 
the things to be taken into account. This, I take it, is more 
directory than mandatory, and I think it is a very important 
step in the right direction. There will always have to be con- 
2a 
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siderable left to the assessor in making his valuations. We do 
not show all our calculations in any line of business, but the 
main thing is to get the results correct. Now, then, the asses- 
sor, having this classification as read here, will be enabled to 
take care of these details and show that the totals are a certain 
amount. He has a certain satisfaction in knowing how he 
arrived at the general result, so that if brought to a court of 
revision, he will be able to give an intelligent answer as to how 
he arrived at the result. In that way I think this Committee, 
in formulating these rules, have produced a very good result. 
[The report was then accepted by unanimous vote.] 
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PROBLEMS OF ADMINISTRATION 

President Allen R. Foots (Ohio) : It is understood by the 
announcement on the program that this session is to be con- 
ducted by the State Tax Commissioners present, under the chair- 
manship of Judge Gilson of Wisconsin. It is understood also 
that the proceedings of this session, as all the other sessions, will 
be published in the volume of proceedings. 

Chairman N. S. Gilson (Wisconsin) : As stated by Mr. Foote 
the meeting this afternoon is turned over to not only the Tax 
Commission force of this Conference, but all tax officials, I 
understand, who have to do with the valuation or assessment of 
property. A committee was appointed in Louisville last year 
to arrange a meeting at which there would be opportunity for a 
discussion of the difficulties of administration, and this session 
of the Conference was set apart for that purpose. It was 
thought best not to have any set addresses, and therefore the 
program furnished me by the committee simply suggests some 
topics for discussion, and we will have to do the. best we can to 
fill it out and give it life. 

It has been suggested that the subject of real estate assess- 
ment and the supervision of local assessments by central boards 
might be a good topic to consider this afternoon, perhaps the 
first subject that will demand our attention. We have invited 
Hon. Frank B. Jess, president of the New Jersey State Board 
of Equalization, to tell you the method of supervision of the 
taxation of real estate in New Jersey. 

State Supervision of Local Assessment 

Mr. Frank B. Jess (New Jersey) : I have thoroughly en- 
joyed every moment of the time that I have been here in Mil- 
waukee, and I feel that I have greatly profited by listening to the 
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papers that have been read and the discussion that has here 
taken place, although to be called upon thus suddenly and with- 
out preparation somewhat mars the pleasure of the occasion to 
me, but I will say a few words about the method of supervisory 
tax administration in New Jersey. 

We have a kind of a dual system there. In the first place, we 
have a State Board of Equalization which has practically arbi- 
trary powers in the review of assessments and in the equalization 
of assessments as between taxing districts in the same county 
and as between the different counties of the State. This Board 
also hear individual appeals from property owners throughout 
the State. 

They have, however, nothing to do with the assessment or the 
review of the assessment of railroad property, provided that it be 
property that is used wholly for railroad purposes, like the main 
stem and the terminals. Where this property is exclusively used 
for railroad purposes, it is assessed by the State Board of Asses- 
sors, an entirely different organization. But it frequently 
happens that the railroads appear before the State Board of 
Equalization as appellants from assessments made by local 
assessors. In New Jersey, as I have said, the railway property 
is assessed by the State Board of Assessors, but sometimes there 
is a difference of opinion between the State Board of Assessors 
and the local assessors as to whether property, terminal property, 
for instance, is assessable locally or assessable by the state Board. 

Recently we had a case of this kind in Hoboken. The 
Lackawanna Railroad property was assessed by the local asses- 
sors, and the question came up before the State Board of Equali- 
zation on appeal, the contention of the railroad being that all 
this property, including the ferry property, was used for railroad 
purposes. Following a ruling of our Supreme Court, we found 
that only a small part of the property there could be held to 
have a major local use so as to be liable to assessment locally. 
Except in cases of that kind, where there is some dispute as to 
the character of the property assessed, the State Board of Equali- 
zation has nothing whatever to do with the assessment of rail- 
road property. 

Then in addition to the state boards, we have county boards 
of taxation, these boards having been created by act of the 
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legislature passed in 1906. Prior to that time each assessor was 
practically a law unto himself, and there was great divergence 
and considerable discrimination in the assessment of property, 
as there is everywhere. The state and county taxes, of course, 
are apportioned on the amount of the assessment made by the 
local assessors, and in many cases the local assessor would do 
all that he could to make his assessment as low as possible when 
he would return it to a county organization of the local assessors. 
They would all get together and report the assessments they 
had made, and then it frequently happened that after the local 
assessor went home he would add to his tax duplicate anywhere 
from twenty-five to fifty thousand dollars, according as the local 
taxing district might need the money, the idea being in the 
meantime to conceal the actual valuation of the property in his 
district in order that that particular district might not have to 
pay so large a proportion of its taxes to the state and county 
fund. The county boards of taxation have done away with 
this evil. 

These boards consist of three members, residing in the county, 
of course, appointed by the Governor and paid by the State, 
and receiving salaries varying from $1300 to $3500, according 
to the size and importance of the county. These county boards 
have supervisory powers over the assessors in each of the taxing 
districts in their county, and examine, revise, and correct each 
assessment list and duplicate, and it is also their function to see 
that property is assessed according to its true value by visiting 
the property themselves and personally inspecting it, so far as 
that is possible. They may hear appeals from taxpayers direct, 
and raise or lower individual assessments. The taxpayer may 
further appeal to the State Board of Equalization from the find- 
ing of the county Board. 

There has been considerable discussion in New Jersey as to 
the efficacy of the county board system, and I think I am war- 
ranted in saying that the scheme is working well. Of course, 
as in everything else of that character, a great deal depends 
upon the personnel of the Board, but the act is broad enough and 
gives the boards powers enough to make them a very valuable 
organization in connection with the administration of tax affairs 
in the various counties, provided they do their duty. 



360 STATE AND LOCAL TAXATION 

They are, however, in all respects subordinate to the state 
Board. They make rules for the assessment of property and 
for their own government which are subject to the approval of 
the state Board, and I think that it is perhaps not saying too 
much when I tell you that the State Board of Equalization in 
New Jersey has powers which are probably as extensive, if not 
more extensive, than those possessed by any other similar board 
in the United States. 

The courts are loath to interfere with the judgment of the 
state Board except where it appears there has been some prin- 
ciple of law violated by the state Board. 

I have been asked as to the power of the state Board to re- 
move the local assessors. Assessors are appointed and elected 
in New Jersey. In the townships, boroughs, and villages they 
are elected. In some cities they are appointed ; various methods 
of appointment existing. But the act provides that upon the 
complaint of the County Board of Taxation, that a local assessor 
has been grossly negligent or careless in the discharge of his 
duty, he may be summoned to appear before the state Board, 
and the state Board will investigate the charges. If they find 
the charges well based, they may remove the assessor. 

I am just reminded now, of a case of that kind which we had a 
few months ago. An assessor in one of the smaller taxing dis- 
tricts was brought before the Board on complaint filed by the 
county Board, and it was clearly in evidence that he had abso- 
lutely failed to assess a large part of the property in this small 
taxing district, and it was also quite apparent that he was 
grossly incompetent, but the language of the act requires, that 
it be shown that he "willfully or intentionally" failed or refused 
to comply with the law, and it was not charged, nor were we 
able to find, that his neglect was "willful." We felt that this 
was a matter that would have to be corrected by the voters of 
the taxing district at the next election. 

In that case, if the assessor had been removed, the governing 
body of the municipality would have chosen his successor to 
serve until the end of the fiscal year. The state Board has the 
power to remove, but not to appoint a new assessor. 

The act creating the State Board of Equalization provides for 
. five members, and provides that the president of the Board shall 
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be a counselor at law. Very largely the work of the state 
Board consists in hearing appeals from individuals and from 
corporations throughout the State. 

As you know, New Jersey has considerable prominence as a 
corporation State, and only last year one of the most important 
cases we had before our Board was in Jersey City, where most 
of the corporations have their registered offices required by 
the corporation laws of the State. Jersey City undertook to 
tax their intangible personal property, that is, of corporations 
organized in New Jersey but doing business outside of the State, 
on the theory that as their home offices, or their registered 
principal offices, were in New Jersey, that fixed the situs of their 
personal property, and the assessment amounted to a very con- 
siderable sum of money, but on appeal to the state Board the 
action of the local assessor was not sustained. 

Mb. Lawson Purdy (New York) : Will you be kind enough 
to explain on what ground your finding was based ? 

Mr. Jess: On the following grounds: It was stipulated 
between the parties that the appellants owned no personal 
property within the taxing district of Jersey City on May 
twentieth, the date of assessment ; that their business was con- 
ducted and their property located outside of Jersey City. 
Section 3 of the New Jersey tax act exempts from taxation 
"personal property owned by citizens or corporations of this 
State situate and being out of the State upon which taxes shall 
have been actually assessed and paid within twelve months next 
before May twentieth, being the day prescribed by law for 
commencing the assessment." 

Mr. Purdy: We have had exactly the same case in New York 
where a New York corporation did no business in New York 
at all, but was a resident of the city of New York. There we 
held that that corporation's debts had their situs at the domi- 
cile of the owner, because we had held in innumerable cases 
that the residence of a debtor had nothing to do with the situs 
of a debt when the debt was owned by a natural person who was 
a resident of New York. We held the same as to other resident 
corporations where they did business in New York, and we 
could not see that it made a difference that this corporation was 
merely a resident of New York but did not sojourn there. 
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Mb. T. A. Polleys (Minnesota) : I would like to ask 
whether, or how frequently, the power of removal in the States 
where it does exist is ever effectually exercised over local asses- 
sors ? I do not care about the existence of the power ; I would 
like to know what is done, and if nothing is done, why not? 

Mr. T. D. Foster (Colorado) : In our State only last 
winter it was brought to the attention of the State Board of 
Equalization that in one of the counties the assessor had over- 
looked some five thousand acres of land belonging to the C. F. & 
I. Coal Company. On the evidence that was presented to the 
state Board, they ordered this assessor to appear before them. 
He appeared before them and the shortage was proven against 
him. He said that he had overlooked it, and had not meant 
to, and that he would correct it. He brought in an amended 
abstract showing that he had found several hundred acres, 
and others he claimed that he could not find. The Board started 
proceedings then to remove him from office. Through the 
skillful engineering of his attorney, the trial was postponed 
until it was time for the rolls to go to the county treasurer, so 
it would be too late for that year, and, through further skillful 
manipulation, they succeeded in delaying it until some time 
this spring, when the members of the state Board were so im- 
pressed by the Board's attorney with the home rule phase of the 
law that they were confident that they could not remove a 
county assessor, no matter what glaring errors there might be in 
his assessment. 

We have that same law in Colorado, that if he is " willfully " 
negligent in his assessment the Governor has the power to arbi- 
trarily remove; but, as I have stated, it seems impossible to 
remove them. One of the things that I hope to learn in this 
session is right on that point. We hope to frame a new revenue 
law this winter, and we wish to incorporate in that the central- 
ized control of assessment by a state Board, and we feel that 
if the state Board does not have the power of removal, the con- 
trol will lack effectiveness. Perhaps some one here who has 
studied that point could inform the State of Colorado whether 
that removal could legally be made, or if we would have to 
change our constitution so as to make those officers appointive 
in order to make the power of removal effective and sure. 
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Mb. George Pottle (Maine) : State supervision of local 
assessments is new in Maine. At the last session, in 1909, 
the state Board was directed by law to exercise supervision 
over local assessors to the end that all property should be 
assessed at its just value. There is also a more drastic provi- 
sion that gives the state Board the power to order a reassess- 
ment of real and personal property, or either, in any town where 
they are satisfied it was not assessed in compliance with the 
law. It was provided also that on complaint, or on knowl- 
edge, all cases of concealment of property, or undervaluation, 
or omission to tax property, should be investigated by the state 
Board, and that failure to obey any order of the state Board 
by a local assessor should be deemed a willful neglect of duty 
subject to punishment, as in the case of other misdemeanors, 
and there are provisions as to how the prosecution should be 
brought. 

The state Board has not the power of removing the local 
assessor. We are pretty strongly wedded to the principle of 
home rule in Maine. Our assessors are elected in the towns 
in open town meeting; a board of three elected every year. 
In our cities, and a few of our larger towns, one is elected each 
year for three years, keeping two experienced men in the posi- 
tion. And I presume I hark back to the older conception of 
the proper governmental function, that people should be gov- 
erned as little as possible, that the office of government was 
simply to maintain order and secure justice, and yet the whole 
country has grown away from that belief. The government 
of to-day is expected to do about everything, and there is a 
growing tendency to a paternal supervision over everything 
and everybody occupying an official position. I am not criticis- 
ing it. It may be necessary, and I hope it is in the line of im- 
provement. 

As to results, it is a little too early to measure the benefits 
of this authority which has been given to the State Board of 
Assessors, making them really in control of every local assessor, 
but I have received information enough from different parts 
of the State to show that, in a general way, the results will be 
beneficial, that there will be a more thorough assessment of 
property this year than ever before, and a larger increase in the 
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valuation of property in our State than ever has been known 
before. I doubt if we can ever be able to go by leaps and bounds, 
as West Virginia and Kansas have done, because, while property 
may be somewhat undervalued, it never has been grossly 
undervalued as it has been in those States. I am reminded 
that I was visiting my brother in Kansas some years ago, and 
I asked him what the tax rate was, and he said it was about 
7 per cent. I replied to him "7 per cent would ruin any New 
England industry." "Well," he said, "our taxes are not very 
high after all, the valuation is only about one fifth of the true 
value of the property." 

I regard supervision of local assessment as a vital question. 
It is quite an invasion of home rule, but authority is not neces- 
sarily injurious. It is the improper use of authority that makes 
it injurious, and so I am impelled to believe that if any state 
Board which is given this authority over the local boards ex- 
ercises the authority with discretion, there will be a general 
benefit in the result. 

In Maine the town is a unit. Our assessors are elected in 
open town meeting in the towns and in the cities by city councils, 
but they are not agents of the town. Our courts have held 
uniformly that they are an independent statutory board, that 
the town has no direction over them in the performance of their 
duties as assessors, so that, while we have adhered pretty well 
to home rule, the Board of Assessors are given, under the law, 
liberty to be perfectly independent and to acknowledge only the 
law as their master. They have state taxes to assess, county 
taxes to assess, and various local taxes to assess, and so it is a 
part of wisdom that the law makes them entirely independent 
in the performance of their duties, and while we do not always 
get the best men in our towns as assessors, as a rule they 
are very good men; they are representative men, they are 
more than the average intelligence of the town, and, in most 
cases, do their work conscientiously. 

There are sometimes difficulties in the assessment of taxes 
which no law can overcome. Men look at things differently, 
value them differently. It is often the case that the Board of 
Assessors, who have used due diligence, utterly fail to appreciate 
the surroundings and conditions which give value to property. 
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Consequently, in work of appraisal by any board, there will 
always be more or less imperfection. The opinion of one man 
is not that of another man, the opinion of one board is not that 
of another board. Those are things which no law can overcome. 

Supervision and Equalization 

Mr. W. S. Glass (Kansas) : From experience and education 
I am an advocate of home rule, and yet the suggestions that the 
gentleman from Maine made are worthy of consideration, as 
to the advisability and feasibility of centralized power in con- 
nection with taxation, that is of placing the power in a central 
body representative of the State. It hardly would do to dis- 
regard the principles of government which found expression in 
the old town meeting; disregard the traditions of the Anglo- 
Saxon — the English-speaking — race unless there is a cause for 
it, and I want to answer the gentleman's doubts upon this sub- 
ject if I can do it fairly. 

In the first place, all those things which are peculiarly local 
should be handled locally ; those which are a part of the State 
should be handled by the State ; and no blind prejudice on the 
subject should prevent us from taking the proper position, and 
doing the proper thing. I can only speak of local conditions as 
to Kansas in this connection and others here can determine 
whether like conditions exist in their States. 

We have the general property tax. To illustrate my idea let 
me say that we raise for state purposes, pure and simple, by 
means of the general property tax, in round numbers three 
millions of dollars a year. Six sevenths of the total state 
revenue is raised by the general property tax. To raise said sum 
a levy of $1.05 per $1000 (10J cents per $100) is placed upon 
the assessed value of all the property of every character, de- 
scription, and kind, which is returned for taxation in every 
taxing district in the State of Kansas. Now, the people in 
the most populous county of that State have an interest in hav- 
ing an equal assessment and valuation the same as the people 
in the county possessed of the fewest inhabitants or the least 
taxable property. If there is a different basis of valuation 
either of real or personal property you can readily see that 
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for state purposes the man whose property is undervalued 
will pay less tax than the other man whose property is correctly 
assessed. In fact, uniformity in the burdens of taxation de- 
pends entirely upon equality and uniformity in valuation 
and assessment. 

How are you to get equality between widely separated dis- 
tricts if there be independent action in each township and if no 
controlling authority directs the work of assessment in thou- 
sands of different townships? If your assessor in each town- 
ship is free to fix values as he may choose, without supervision 
or control, how can one hope to attain to uniformity ? So far 
as the raising of this three million dollars in Kansas for state 
purposes is concerned, in order that it may be raised equitably 
there must be a central supervising power that can apportion 
values ; in other words, a power the duty of which is to enforce 
an equality in valuation. If you do not have equality in valuar 
tion, you cannot have equality in taxation; but if you get 
equality in valuation, you get equality in taxation. 

Perhaps this is not an important problem in States which 
possess separate sources of state and local revenue. However, 
the problem exists wherever a general property tax is imposed 
throughout a number of separate assessment districts. I want 
to say to my friend from Maine that the condition in Kansas 
is an absolute justification for a centralized power to which to 
commit the duty of obtaining an equitable assessment. We feel 
that it is justified, and it seems to me that no man, under such 
conditions as exist in Kansas, could hesitate for a moment to 
say that there should be a centralized power fully equipped to 
deal with the problem. The final equalization, which is made 
by the State Tax Commission, stands as the assessment ; and 
the value that is fixed in the equalization upon each piece of 
property in the State becomes the basis upon which all taxes 
for state, county, township, school district, and city purposes 
are levied. It follows that the valuation and assessment, in 
theory at least, must be absolutely equal and level, and upon 
the same basis the State over, as far as it can be made so. 

Mr. N. P. Haugen (Wisconsin) : In making that increase 
above the local valuation, do you change the valuation upon 
the local rolls? 
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Mb. Glass : Change absolutely everything. 

Mb. Haugen : You change the valuations as to each indi- 
vidual? 

Mb. Glass : As to each individual. We order that there be 
an increase of 10 per cent added to the assessed value of the real 
estate of a certain county, or that a like increase be added to the 
assessed value of the personal property. 

Mb. Haugen : You would not add any property to the rolls ? 

Mb. Glass: No, it is the province of the county assessor, 
county clerk, and Board of County Commissioners to add omitted 
property to the rolls. If the county assessor discovers property 
that is omitted, he has the power to add it to the tax rolls at 
any time before the taxes are collected. The county clerk and 
Board of County Commissioners possess a like power. 

Mb. William B. Poland (Ohio) : Do you increase by per- 
centage value ? 

Mb. Glass : Only where it is necessary. 

Mb. Poland : As between individuals ? 

Mb. Glass : According to the evidence in the case. 

Mb. Poland : Do you increase by counties ? 

Mb. Glass : Yes. 

Mb. Poland : Supposing you had a man whose property was 
assessed at 100 per cent and you increased him 10 per cent. 
He would be paying 10 per cent over the true value. 

Mb. Glass : It is supposed, when the abstract is transmitted 
to us, that there has been an absolutely equitable equalization 
made by the local officials and that all valuations and assess- 
ments are equal and that uniformity exists, so far as the work 
of the several counties is concerned. Then if we find that a 
county has more values than are shown upon the tax rolls, and 
if we find this deficiency arises through undervaluation of prop- 
erty, we add 10 per cent to all the property of that county on 
the ground that it has been underassessed. Now, if there is 
injustice done, it is done by the local board of equalization. 
We do not allow ourselves to be hindered by the fact that it 
may work an injustice to some one man in case we raise a class. 
We simply add enough to any given class, a per cent large enough, 
to wipe out all undervaluation. Equalization effected in this 
manner will result in individual hardships. 
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Mb. Jess: I understood the gentleman to ask whether, if 
you found a case where a man's property had been assessed at 
100 per cent, you would arbitrarily add 10 per cent ? 

Mb. Glass : We cannot find that in equalizing between coun- 
ties. 

Chairman Gilson : If there is any inequality in the original 
assessment, that addition of the percentage does not cure that 
inequality. 

Mr. Glass : If there is any inequality, and the man is assessed 
at 100 per cent, and the average is 90 per cent, it does not cure 
that inequality to raise the average to 100 per cent ; but when 
the local authorities certify to us that they have returned a 
properly equalized valuation of the property of the county, it 
is supposed that they have not assessed some properties at 100 
per cent and other properties at 80 per cent so as to make it 
a 90 per cent assessment. 

If we find that the aggregate assessed value of the property 
of a county is 10 per cent below its actual value, we order a hori- 
zontal increase of 10 per cent. If there happens to be one man 
in that county whose property is assessed at its actual value, 
does he get that increase of 10 per cent ? He does, because 
of the company he is in. 

Mr. Jess: He payB true value plus 10 per cent? You 
couldn't do that in our State. You are assessing his property 
above par value. 

Mr. Glass : We do not assess above par value. If we find 
the property of a county is assessed upon 90 per cent of its 
value, or that a million dollars have been dropped from the 
assessment rolls and that nine million dollars are shown when 
we know ten million dollars worth of property to exist, we 
assume, in raising the valuation, that each piece of property 
in that county has been reduced 10 per cent below its actual 
value. 

Mr. Haugen : You treat the county as a unit ? 

Mr. Glass: Yes. 

Mr. Polleys : As you approach more and more nearly to 
full valuation do you not find that instead of a scattering individ- 
ual here and there who is being assessed by the local authorities 
100 per cent of his value, there are large groups of individuals 
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of whom that is true ? Aren 9 t there large numbers of people in a 
given county whose local assessment is practically at 100 per cent 
of its value, when the assessment comes up to you for equali- 
zation ? 

Mb. Glass : I will answer that in this way, to illustrate our 
work: We found one county in which we were thoroughly 
satisfied that they had not valued the property up to its actual 
value. We consulted with the county assessor in terms about 
as follows : "You, Mr. Assessor, have been in close communica- 
tion and close touch with the work of your county. Do you 
believe that your county board has equalized fairly, and is it 
your judgment that all property is upon a common plane?" 
He said, "No, I believe that R township and B town- 
ship ought to be raised, otherwise I believe that the several town- 
ships of the county are upon an equality. " We knew that we 
had to add some three or four million dollars to the county's 
total valuation as returned. We added the amount indicated 
by the assessor to each of the two townships of which the 
county assessor made complaint, and this having been done we 
had the assurance of the assessor that all the townships were all 
upon a common plane. We then added a per cent to all, to 
net the required increase. 

Mr. Polleys : You did the subequalization first ? 

Mb. Glass : We did the subequalization first, and we always 
do it in that manner. 

Mr. Curtis: But beyond that, Mr. Glass, haven't you 
local boards which have the function of equalizing assessments as 
between the individual property owner and property owner 
within the same taxing districts? 

Mr. Glass: We have a board of review. I have not touched 
upon that, owing to all these questions which I have been trying 
to answer literally. We have a system of equalization which 
begins with the township, advances to the county, and from the 
county to the State. In the township we have two men ap- 
pointed by the county assessor who, in connection with the 
township assessor, constitute a board of review. When the 
township assessor has finished his work, he turns his book over 
to that board of review. The board of review looks over the 
work of the assessor, and if by reason of error, bad judgment, or 

2b 
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prejudice, there be an inequality in assessment and valuation 
between persons, it is corrected. The equalization is certified 
to the county clerk, after the board of review has deter- 
mined that equality of assessment exists between the several 
property owners of the township. 

It is the duty of the county board of equalization to take up 
the complaint of every property owner who appears before it, 
and it is its duty to dispose of every such complaint that comes to 
it. In addition to that, it is its duty to take up and consider the 
relative values between each of the townships, and if it finds that 
one of the townships is too low, it is its duty to raise such under- 
assessed township. If it finds one too high, it is lowered, until 
all are upon a common plane. 

The State Board of Equalization then receives the abstracts 
and has a right to assume that there has been a fair equalization 
between individuals and a true equalization between townships, 
and it is then charged with the duty, and that is its principal 
duty, to equalize between counties. How is this to be done ? 
Are we, the state Board, to be paralyzed by some property owner 
appearing and saying, "My property is now assessed at its full 
value." On the contrary, we first dispose of the individual 
complaints, after which we add a percentage to one county and 
take off a percentage from another as the facts appear to warrant. 
That is the work of equalization. We cut off millions of dollars, 
we add on millions of dollars. When we had completed our 
work this year, and two hundred and forty millions of dollars 
of an increase appeared upon the tax rolls over what was shown 
the year before, there was not an appeal, not a complaint, not a 
murmur from a county in the State. 

Mr. Pubdy : One point that is unique in Kansas, and I think 
the gentlemen here would be interested in it, is the extraordinary 
power of control you have over local assessors. I say "extraor- 
dinary" not because I do not believe in it, because I do, but it 
is unusual in that you can order a local board to make a new 



Mb. Glass: We have never removed a county assessor. We 
told one assessor his resignation would be accepted. He 
resigned. We have ordered one reassessment. That is, we 
simply removed the township assessor and put three other men 
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in his place, and found that there had not been a true assessment 
of the property in that taxing district and ordered the three men 
chosen for the work to do it properly. The three men found 
more than double the property that the first man did, and 
placed same upon the assessment roll. 

Judge Oscab Leber (Maryland) : Do you appoint a new 
man? 

Mr. Glass : We designate him. The law gives us the right. 

Mr. Haugen : You do not discharge the old assessor at all ? 

Mr. Glass : We cast him aside and order a new assessment by 
persons we designate. 

Mr. Polleys : By your own order? 

Mb. Glass : By our order. 

Mr. Polleys : You do not throw the assessor out, but throw 
his work out ? 

Mr. Glass : Yes. 

Chairman Gilson : Mr. Lord, can you give us some informa- 
tion in regard to your power in Minnesota of supervision over 
assessors, and power of removal ? 

Mr. Samuel Lord (Minnesota) : The Minnesota Tax Com- 
mission has no direct power of removal. We believe that such 
power would be desirable, but the legislature does not agree with 
us. We have, however, brought about the removal of two as- 
sessors in this way. The laws of our State provide that the 
governor may remove practically any officer of the State for 
malfeasance or nonfeasance in office. We have the power of 
ordering a reassessment in any of the assessment districts of 
the State, either upon complaint or upon our own initiative. 
If we are satisfied that the assessment in any assessment dis- 
trict has been improperly made, the law gives us power to order 
a reassessment. We have exercised this power in a few instances 
each year since the Commission was created. Last year we 
reassessed all of the property in two townships in different 
counties. The result of the reassessment was that some 70 
or 80 per cent of new property was placed upon the rolls. 

Mr. George Curtis, Jr. (Wisconsin) : Property that had 
not been previously upon the rolls ? 

Mr. Lord : Property that had not been previously upon the 
rolls. To illustrate : in one of these townships where the old 
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assessor found, we will say, fifty horses, the new assessor found 
one hundred and fifty. We prepared a complaint setting forth 
all of the facts and placed it before the governor, and the governor 
set in motion the usual machinery in such cases, but before the 
matter came to a hearing both assessors resigned. That was 
the result. We rather expected they would because there was 
no possible defense for them. This year we have ordered two 
reassessments. In one case stocks of merchandise and lumber 
only are to be reassessed. In the other case we have ordered a 
reassessment of the real estate and of certain classes of per- 
sonal property, but what the result of the reassessment will be 
we do not know because the job is still unfinished. 

The Minnesota Commission has little faith in equalization as 
a remedy for bad assessments. We believe that to undertake 
the correction of a poor assessment by equalization is commenc- 
ing at the wrong end of the problem and is about as apt to make 
a bad matter worse as it is to result in improvement. That, 
after all, the thing that is required and the problem to be solved 
is how to get a correct assessment of the property in the State 
and in the various communities in the first instance. It needs 
no argument to show that if property was originally assessed 
as it ought to be there would be little need for equalization either 
by a county board or by a state board. 

In our State our most serious troubles, I think, have originated 
in this way : Property is not assessed at its true and full money 
value as required by law and as, until within a few years, was 
required by the constitution of the State ; but it is assessed in 
accordance with customs which have grown up in the different 
counties of the State during fifty years of lawbreaking. Prop- 
erty with us is first listed and valued by an assessor, and at a 
certain time in the year the assessment is submitted to the town, 
village, and city boards of review. These boards all have power 
to add to the rolls any omitted property. It is their duty to 
listen to complaints and to make such corrections in the list as 
seems to them needed. As a matter of fact, we find that not 
one of the boards of review in fifty in the State — I do not think 
that is stating it too strongly — ever do anything more than to 
meet at the appointed time and listen to complaining taxpayers 
who may come in and want their assessments reduced, and in 
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ninety-nine cases out of a hundred the only thing they do in 
such cases is to carry out the wishes of the complaining parties. 

After the local boards have finished their work, the books are 
turned over to the county auditor and reviewed by a county 
board of equalization, composed of the five county commis- 
sioners and the county auditor. County commissioners in 
Minnesota are selected by commissioner districts and each com- 
missioner represents an individual district. The five commis- 
sioners do not represent the entire county. Perhaps if they did, 
some of our troubles would be obviated, but each commissioner 
conceives it to be his duty to see that the assessment in his 
particular district is placed at the lowest possible point. 

Mr. Curtis : Is his district a single taxing unit ? 

Mr. Lord : No, it covers only one fifth of the county. The 
commissioner districts in the various counties are supposed to be 
divided in about the same way as legislative districts, according 
to population. No township, however, is ever divided. 

Now that is the way equalization works out in the county. 
The history of it from the beginning has been that the commis- 
sioners have felt that their particular duty was to see that their 
own constituents got off with as light an assessment as possible, 
both of real and personal property. Until within the last year 
we had in our State what was known as the State Board of Equali- 
zation, a board composed of one member from each judicial dis- 
trict in the State. It was a body consisting of some twenty-one 
men, I think. In addition to members selected from the judicial 
districts, the governor, attorney-general, and state auditor were 
ex officio members. The history of state equalization with us 
is identical with the history of county equalization. Many 
members of that board conceived it to be their principal duty 
to see that property in their districts was kept at as low a point 
as possible, so that the tendency was not to pull property up 
where it ought to be, but to depress the assessment, and so 
the result was frequently that instead of increasing the total 
amount of the assessment rolls of the State the net result would 
show a decrease. In 1909 the State Board was discontinued and 
the work of State equalization was turned over to the Tax Com- 
mission and in that year for the first time we equalized the per- 
sonal property in the State. That work was educational, very 
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educational, to the Commission. We discovered, among other 
things, the utter impossibility of bringing about just results by 
equalization. It is an open question with me whether we im- 
proved the assessment at all ; whether it would not have been 
better to have returned it just as we received it. We undertook 
to equalize by classes as the law requires. We increased mate- 
rially every class that seemed to be below the common level and 
we added many millions to the taxable personal property of the 
State, but I doubt very much whether we made the burden any 
more just or equal to the individual taxpayers than it was before. 

I think that our Commission has all of the powers that are 
conferred upon the Kansas Commission, without perhaps as 
good machinery for carrying out the law. Our troubles so far 
have been legislative rather than administrative. Of course the 
administrative troubles are numerous and trying but we feel 
that until we can obtain in Minnesota a change in our method 
of assessment we can accomplish very little good. We have 
in our State some twenty-five hundred odd assessors in the 
various towns and villages who have been accustomed for thirty 
or forty years to assess property in an illegal and unfair way. 

Mr. Glass : What work did you do, or did your Tax Com- 
mission do, during the period that the assessment was being 
made, toward a cooperation and uniformity between the differ- 
ent districts, if any? 

Mr. Lord : I am glad the gentleman asked that question, 
because it is important. In 1908, before the assessors com- 
menced their work, we visited every county in the State. We 
held meetings at the county seat of every county in the State, at 
which nearly all of the assessors were present, and we urged them 
to do their work as the law required; and especially we urged 
them to get all property on their lists. After we had spent two 
or three hours with them explaining their duties and trying to 
solve their- difficulties for them they usually met by themselves 
and entered into the same old illegal compacts that have pre- 
vailed for more than fifty years, — to assess two-year-old horses 
for so much, three-year-old steers for so much, sewing machines 
for $5, and so on through the entire personal property list, 
and to assess land in the different townships at flat rates of so 
much per acre. 
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In addition to the meetings I have mentioned, each year since 
the Commission was created we have written to every assessor, 
every local board of review, and every county board, instructing 
them as to their duties and urging the most diligent performance 
of the same. 

We are convinced as the result of these efforts that the only 
way to obtain better conditions in our State is by a change from 
local assessors to county assessors. In Minnesota we have 
county government. Taxes are collected by the county. Prac- 
tically all of the governmental functions that are performed by 
the lesser subdivisions of the State are county functions rather 
than township functions, and the county assessor would fit into 
our scheme of government very well. We feel that if we could 
have a county assessor in each one of the counties in the State, 
and the Tax Commission was given the power of removal, — not 
the power of appointment, but the power of removal, — and these 
assessors were elected for a term of considerable length, say four 
or six years, that we could very soon obtain in Minnesota a fairly 
good assessment. 

Mb. Pubdy: Why wouldn't it be better to have the Tax 
Commission, — maybe politically you would not get it, but I 
am asking an academic question, — why wouldn't it be better 
for the Tax Commission to have the power of appointment of 
the county assessor as the result of competitive civil service 
examination, together with the power of removal for cause, 
and only for cause ; also the power over their salaries, start them 
out at a moderate salary and increase them from time to time ; 
power to remove them back from one county to another, and 
put a man in an easy county in the beginning, and put him in a 
difficult county when he is more experienced? Then, with 
appointees under him sufficient in number, whom you could also 
remove, whom you would direct through him, and who would 
also be appointed under a civil service system so there would be 
permanent appointees, wouldn't you get better results that way ? 

Mr. Lord : I am inclined to think yes, but I doubt very much 
whether our people are ripe for so radical an improvement, or 
whether a bill embodying your suggestions could pass our legis- 
lature and become a law. I think such a scheme could be worked 
out if we could secure the cooperation of the legislature. In 1908 
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we prepared a bill providing for county assessors and had it intro- 
duced in both houses. It was received with favor by the tax 
committees and was not defeated in either house, but it never 
reached a third reading and at the end of the session was thrown 
into the ash heap with the rest of the bills not acted upon. The 
legislature was simply afraid to act. As might have been 
expected, the bill was opposed by our large army of township 
assessors and by all those who are opposed to surrendering any 
part of local self-government. Their influence was sufficient to 
prevent the passage but not to actually defeat the bill. We are 
going to try the same thing over again next winter and I hope 
with better results. 

Mr. J. J. Thomas (Utah) : An experience running through 
twenty years connected with the State Board of Equalization in 
my State has shown entirely different results from the expe- 
rience given by the gentleman from Minnesota. I do not know 
about the results of the work of equalization in that State, but 
I do want to say that in Utah not one member at any time has 
favored his locality at the expense of the State, and if you are not 
going to commence at the equalizing end of this business in 
regard to regulating the assessment of property, where are you 
going to begin ? 

Mr. Lord has stated the evils his board has to contend with 
in dealing with local assessors. But if you do away with the 
State Board of Equalization, then you have the assessors on 
your hands, and what is going to be the result then with nobody 
to oversee their work and correct their errors ? 

The very thing that has helped us in getting what is near an 
equalized assessment ; in getting property at its proper valu- 
ation on the assessment rolls, has been the fact that there has 
been a higher power, the State Board of Equalization, that 
could bring the counties up when property was not properly 
assessed by the county assessor. 

In Utah I believe our laws have been considerably in advance 
of the assessment laws of other States. We have had a map 
system, the plat system, in operation for over twenty years. 
We have required that real estate be assessed by local subdivi- 
sions, and by metes and bounds, and I think I can safely make 
the statement that from the assessment roll of any county in 
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Utah you could make a deed for any piece of property from 
the description appearing in the assessment. 

As to the question that was asked Mr. Glass of Kansas, 
whether you ever assessed property at more than its value, 
I want to say we did it in Utah. We had one county in that 
State controlled by one corporation, and in which for a number 
of years no man could be elected assessor unless in the employ 
of that corporation. The houses and lands of the farmers, 
and houses and city lots of the few small scattering towns 
in that mining county were assessed at full value, but we 
never could get a just assessment upon the value of the prop- 
erty of the corporation. A farmer's horse was assessed at 
sixty, seventy, or one hundred dollars, while a horse belonging 
to that corporation, worth sometimes twice as much, was on 
the roll for $10. Houses which cost hundreds of dollars to 
build on the part of the corporation were on the roll for $50 
and $60 ; coke ovens costing hundreds of dollars to build were 
on for $50. 

We wrestled with the authorities of that county for several 
years. Finally we went down to see them and served notice 
upon them and their assessor that if they did not assess that 
corporation's property as it ought to be assessed, and as other 
property was assessed, we would raise the whole county, and they 
would have to take the consequences. They refused to act. 
We then issued an order raising the improvements and machin- 
ery in that county 50 per cent. This had a good effect; our 
action raised farmers' houses and the houses of the people in 
the few towns much beyond their actual value, but at the next 
election every county commissioner and the assessor were 
defeated and men elected who assessed all the property of the 
county properly thereafter. 

I believe in boards of equalization. I believe in putting 
property on the assessment roll as it should be, and I think 
assessors should be appointed. We have tried for several years 
in Utah to have a law passed requiring that the assessor be 
appointed by the State Board of Equalization or some other 
authority, subject to removal if they did not properly discharge 
their duties. We have failed in our efforts, but we have one 
advantage, we have our State Board of Equalization, which is 
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nonpartisan, two members from each political party, to oversee 
the work of the assessors and commissioners. 

We have had the map system in our State for over twenty 
years, and have had property divided into eleven different 
classes for equalization purposes. The State Board of Equali- 
zation has power to go into any county and raise any class and 
bring it up to its actual value. It has power to issue an order 
reconvening any county board of equalization when they 
have failed to do their duty, and to order them to correct any 
equality or injustice in any class or all of the property of the 
county. I believe from my experience in the efficacy of a board 
of equalization. 

Judge Oscar Leser (Maryland) : Possibly the usage in 
the city of Baltimore may be of some interest. I had thought 
it was the usual custom, but it now seems it is quite an excep- 
tion. Under our system the assessors are appointed by the 
Tax Board during good behavior and are removable with or 
without assigning a reason. In answer to one of the questions 
as to whether the power has been exercised, I may say it has, — 
in the few cases in which it has been found necessary, — some- 
times by a summary removal, and sometimes by a gentle hint 
that a resignation is in order. I hold it to be necessary that if 
the Board is to be held responsible for results, it should have 
the direct power of appointment and the direct power of removal. 
I cannot approve the practice of electing assessors, because the 
tendency is to elect men who are most indulgent to their neigh- 
bors and to those to whom they are beholden. It would seem 
to be best that assessors should be chosen by some authority 
which is removed from the direct influence of politics and of the 
caprice of the public. 

I am quite certain that in our city we never could undertake, 
as we are now doing, the full valuation of real estate and other 
property, if the assessing board or the assessors had been 
elected, and I attribute the results accomplished thus far very 
largely to the fact that the assessing body is removed from the 
direct influence of the voting population. In our city the 
board is appointed by the mayor, three members for terms of 
three years each, expiring in rotation each year, with a provi- 
sion for minority representation. This arrangement secures 
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continuity of service. Moreover, there has been, since that 
provision has been in force, a tendency to retain experienced 
officers. To give a personal illustration: If I should serve 
out the term for which I was last appointed, it will be the 
longest continuous service of any member of the Appeal Tax 
Court in the seventy years of its existence. 

Mb. Curtis : I would like to ask Judge Leser to extend his 
statement sufficiently to give us an idea of the efficiency of the 
work accomplished under the system he has just described, the 
efficiency, particularly, of the work of the assessor himself who 
values the property of the individual taxpayer. 

Judge Leber : While we have no civil service arrangement 
for the appointment of assessors, we do put them through a 
sort of voluntary examination to satisfy ourselves of their 
training and general qualifications; and we transfer them, or 
assign them, to such work as they seem to be most suitable 
for. We may transfer an assessor from the personal depart- 
ment to the real estate department, or from one section of the 
city to another section. I do not believe it is wise, generally 
speaking, to keep an assessor in the same district for very long 
periods of time, particularly if it is in the district in which he 
resides, because he is likely to become subject to neighborhood 
pressure. The experience, I can say, under our system, has been 
very satisfactory. 

Mr. Curtis : Do you strive for a full valuation of the assess- 
ment ? 

Judge Leber : We strive for a full valuation of the assess- 
ment. 

Mr. Curtis : And do you get it ? 

Judge Leber : And we get it, I think, as nearly as it can be 
gotten anywhere. For personal property we have the classified 
system in vogue, which makes it easy for the assessor to value 
intangible property according to law. As respects real estate, 
there was at first a great prejudice against it, but while we do 
not have annual assessments, and reassess only at intervals 
of about five years, so that between intervals there may be a 
change in the values, I think I can safely say the assessments, 
when they are made, as nearly represent full value in our city 
as any other city in the United States. 
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Chairman Gilson : Do the assessors have any other busi- 
ness? Or is their sole business making the assessment? 

Judge Leber : The assessors are not prohibited by law from 
engaging in other business, although their work takes up prac- 
tically all their time. They are on the job from nine in the morn- 
ing until four in the afternoon, and, on special occasions, longer 
than that. We have been striving for an increase in the salary 
scale, hoping eventually to put it on such a basis that an assessor 
need not have any outside occupation. As a matter of fact, 
I doubt whether more than two or three of the assessors are 
otherwise engaged, and if they are it is entirely outside of hours. 
We have, within the last few years, prevailed upon our city 
administration to grade the salaries of our assessors, and our 
assessors are now scaled from $1200 up to $2200, so that we 
could make more effective the system of promotion for merit, 
and it has operated very advantageously. The man in the 
twelve hundred class strives to make a good record so that he 
will earn promotion to the $1500 class, and so on. The next 
step we propose, is to classify our clerical force in the same 
way. 

Mr. Frank P. Crandon (Illinois) : What do you mean by 
"a classified personal assessment" ? 

Judge Leber : A classified personal assessment means that 
we no longer attempt to apply the general property tax in the 
assessment of all personal property. We exempt many classes 
of personal property entirely. We impose special low rates on 
other classes, — savings deposits, for instance, are taxed 26 
cents on the hundred dollars. There is a full return of savings 
deposits, and every penny is collected. Securities of certain 
kinds, bonds, and the shares of stock of foreign corporations are 
taxed at a special low, fixed, and uniform rate. 

Mr. Nils P. Haugen (Wisconsin) : What is that rate ? 

Judge Leber : Thirty cents on the hundred dollars for local 
purposes, plus the state tax, which has been about 16 cents on 
the hundred dollars. There is excluded, however, from the 
30-cent tax a number of classes of personal property. We do 
not tax mercantile credits, we do not tax non-income producing 
bonds or stocks. We do not tax money. Although there seems 
to be no special provision in the law for the exemption of money, 
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there is a provision in the law for the taxation of money which 
is the proceeds of securities sold to avoid taxation, and, while 
practically no money is ever taxed under that law, the law serves 
the purpose of justifying the inclusion of money in the exempt 
class. Merchandise is taxed at its fair cash value at the full 
local rate, not, however, at its value on a given day in the year, 
but on its average value during the year. 

Dean Thomas Sterling (South Dakota) : How do you 
arrive at that ? 

Judge Leber : It is arrived at ordinarily by a personal exami- 
nation by the assessor, and, in case of dispute, by the decision 
of the Board. The assessments are checked up, in doubtful 
cases, by a comparison of the assessments on the merchandise 
of others in the same line of business. 

Dean Sterling : Have you any constitutional provision for 
uniformity? 

Judge Leber: We have a constitutional provision which 
says that every person in the State, or person owning property 
therein, shall pay taxes for the support of government according 
to his actual worth, which was originally construed as requiring 
the general property tax. Fortunately, the courts have not 
held to that, and in fact have, within the last two or three years, 
definitely ruled that the power to classify exists. 

Dean Sterling: But there is no provision requiring the 
taxes to be equal and uniform upon all classes of property? 

Judge Leber: No. The only provision is the one I have 
mentioned, and that has now received a construction which 
allows the legislature full freedom to classify property, the only 
condition being that the classification must be rational and rest 
upon a genuine distinction, and must embrace all members and 
subjects of the class. 

Mr. Crandon: Are these special arrangements you have 
been speaking of in the statute? That is, does the statute 
define the assessment that will be made and the tax that will be 
levied on savings deposits ? 

Judge Leber : Oh, yes. 

Mr. Crandon : And on cattle and horses? 

Judge Leber: Well, cattle and horses are not mentioned 
particularly. They simply come under the head of personal 
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property and are subject to the full rate as in the case of other 
tangible personalty. 

Mb. Nils P. Haugen (Wisconsin) : Is it not hard to get the 
inventory of the merchandise? 

Judge Leber : Well, by a comparison of merchandise in the 
same line of business, and a general knowledge which the assessor 
can readily ascertain, there is not much trouble in securing a 
fair assessment. We were troubled in the beginning of my 
administration by finding a very loose scale of assessments 
which had been made in the previous general assessment of 
1896, and a jacking-up process was begun, cautiously and tact- 
fully. I think they are pretty well up now to where they ought 
to be. 

Mr. Purdy : Can debts be offset against merchandise ? 

Judge Leser: No deduction for debts, no offset against 
merchandise, no deduction for debts from anything. 

Mr. Purdy: You don't tax credits and don't tax money. 
When you say "money" do you include the debts due to deposi- 
tors from banks, or do you class that as a credit ? 

Judge Leser : It is not strictly accurate to say we do not tax 
credits. Of course, a bond is a credit, and a deposit in a bank is 
a credit. Deposits in bank which bear interest are subject 
to taxation at a low rate. 

Mr. Purdy : But if they are payable on demand and bear 
no interest they are not taxable ? 

Judge Leser : If they bear no interest they are not subject 
to taxation. If interest is paid they are taxable, whether pay- 
able on demand or at a stated time. The point was raised not 
long ago as to whether or not deposits in a national bank could 
lawfully be taxed by a State, on the ground that they are the 
debts of an agency of the government. 

Professor James R. Patterson (Kentucky) : Do you 
assess libraries on the value of the books contained in the 
library? 

Judge Leser: They are taxable, but of course the value 
put upon a library is not necessarily its cost price. We had an 
actual experience in which a very conscientious minister of the 
gospel returned his library at $5000. We felt sorry for him 
and, on our own initiative, had an investigation made of the 
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case, as a result of which we reduced the assessment to $1000. 
We do not find many such instances in the other professions. 

Mb. W. H. Corbin (Connecticut): In the State of Con- 
necticut we have practically the same classification of intangible 
property that they have in Maryland. We have a 4-mill 
rate on choses in action and bonds, paid by the individual 
holder; and a 2£-mill rate (25 cents per $100) on savings-bank 
deposits, paid by the bank. 

Chairman Gilson : How many taxes do you have ? Two or 
three on that kind of property ? 

Mr. Corbin : We have three, and exempt the shares of stock 
of local and foreign corporations. While balances in national 
banks are theoretically taxable at the local rate, it is possible to 
take out a cashier's certificate and pay to the state treasurer a 
4-mill tax (40 cents per $100), on such a chose in action, but most 
people forget they have a deposit in the bank. 

Mr. J. J. Mitchell (Alabama) : I have listened with great 
interest to the papers and the discussions. There seems to 
be a general agreement that the general property tax is in- 
effective, but it seems to be agreed that it is because of ineffi- 
cient administration. It would be very interesting to know 
what the concensus of opinion of this Conference is as to the 
best substitute for the general property tax, particularly as 
to the assessment of personal property, whether it be the 
substitution of an income tax, or rather a substitution of it or 
an addition, or merely a partial assessment of personal property. 
I wish there were some way by which we could ascertain the 
judgment of this Conference as to what is the best thing to 
have in substitution for the general personal property tax. 

Trite Consideration to be stated in Deeds 

Judge Oscar Leber (Maryland) : It has been suggested that 
we have some expression of opinion on the policy of requiring 
deeds to set forth the true consideration in the transfer of real 
property. I suppose it is the custom in nearly all States, as it is 
in mine, to hide the true consideration by giving merely a nominal 
sum. The justification of requiring the true consideration to be 
stated, either in the deed, or otherwise stated, under affidavit, 
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to the taxing department, so that in some way there shall be 
some official notice to the taxing department as to what that 
consideration was, rests upon this : — 

The assessment of property is a public function. The law 
provides machinery for ascertaining values. It permits the 
examination of property owners, to disclose their property, and 
it allows boards and assessors various powers in arriving at the 
valuation of property. In some States they are authorised to 
summon witnesses, not merely the property owner himself, but 
other parties, to testify as to sales and leases and to opinion of 
values. It does seem proper, therefore, that the State should 
provide the best information upon which the assessor can base 
his action. If the State is sincere in wanting assessments to be 
based on actual values and to be uniform, it should put the most 
effective tools for this purpose at the disposal of the assessors. 

It is true a movement to bring this about is always resisted, 
usually by the real estate speculative interests. By them it is 
claimed that the information is more or less confidential, and 
may interfere with the selling of property at fancy prices ; that 
is to say, that it may make it difficult to obtain a fancy price 
for a piece of property when it is known that it has cost the 
vendor a great deal less. Fortunately there has been actual 
experience which refutes the assertion that it is injurious to 
normal and legitimate trading in real estate to disclose the 
consideration of the transaction. The consideration is always 
disclosed in transactions which pass through the courts, such as 
sales by trustees, executors, and other fiduciaries. Then again, 
after the Spanish War, when the war stamp tax was imposed, the 
amount was based upon the true consideration. In our own 
State we have received considerable information by computing 
the consideration from the tax paid to the government. I have 
never heard it urged that this requirement (the stamp tax) in 
any way interfered with the purchase and sale of real estate. 

I think it might be interesting to learn whether such a system 
exists anywhere, or whether there are any real good objections 
to introducing it. Mr. Purdy of New York, I know, has taken a 
deep interest in this subject, and has gone so far as to prepare an 
act and to endeavor to impress the New York legislature that it 
was a good thing to pass. 
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Mr. Lawson Pukdy (New York) : I feel deeply interested in 
this matter, as Judge Leser has stated, and before preparing a 
bill in New York I canvassed the subject with a number of our 
leading real estate brokers and appraisers, especially brokers. I 
was successful in getting five or six of those who were admittedly 
foremost in their business in the city of New York to stand for 
the bill that I prepared, and when it was introduced a statement 
was given out which was endorsed by these men, so as to get it 
started in the right way. 

The opposition came from operators who wanted to sell 
property for more than it was worth, and wanted to buy it for 
less than it was worth. I think their occupation is not one 
which is conducive to the public welfare particularly, and I do 
not think they deserve any consideration at all. 

Men engaged in legitimate business, whose business tended to 
distribute real property on a fair basis, welcomed the measure 
when they understood it, and there were many of them who did. 
They said they believed it would tend to give confidence to 
people who did not now buy real property, and who would 
thereby be induced to become buyers and owners of real prop- 
erty. They said ordinarily men who have never bought real 
property were afraid they would pay too much for it, but if 
every deed contained the true consideration, and the depart- 
ment of taxes and assessments used that information as intelli- 
gently as they thought the department would use it, people 
would look at our assessment as furnishing so exact a criterion of 
value that trades would be apt to turn around the assessed value. 
The seller would naturally try to get more than the assessed 
value, and the buyer would try to get it for not in excess of the 
assessed value. The assessments made by the department would 
tend to fix the values, because people who buy and sell anything, 
ask for it, and try to obtain for it, a price that they arrive at from 
evidence of some sort or other. 

I never heard any objection that influenced me against the 
bill. Objection was made, for one thing, that we would have 
some false affidavits of value. Doubtless we would, but I do 
not think they would be very deceptive. My own judgment 
was that we would get at least 70 per cent of the affidavits 
truthfully. If 70 per cent were truthful, it would not be very 

2o 
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difficult to throw out the untruthful ones. You might be misled 
occasionally, but you would not be misled as much as you are 
now. 

Some objected that occasionally some man purchased prop- 
erty in order to round out a parcel for a business block, or some 
other purpose, and paid more than the lot was really worth. 
Quite true. But any intelligent man who gets the consideration 
in the transfers of several parcels and then sees one that goes 
away up could figure it out, without knowing the circumstances, 
and that would not influence him unduly. Then sometimes 
property sells for less than its value, but no sensible real estate 
appraiser takes single sales as absolute evidence of value. If he 
has only one sale to go by, he may do the best he can with that 
sale, and such other evidence as rentals, mortgages, and the 
like, as is possible to obtain, but if he has a number of sales in 
the neighborhood, one is never controlling. 

This subject is really very vital in the assessment work of the 
city of New York, and I have no doubt it is in a great many 
States, and if some other State should become interested in this 
matter it would help New York to secure this legislation. 

Mb. Cobben : Did the bill pass? 

Mb. Pubdy : It failed of passage- I went before the strongest 
committee of the legislature, the judiciary committee of the 
Senate, two years ago, 1908. There was pretty strong opposition. 
The opposition in our State have their say first on a legislative 
bill. I had taken the precaution to arm myself against the criti- 
cism I thought would come. I expected some man would get 
up and say that if we only hired experts in our department we 
would not need this evidence of value, so I obtained in advance, 
from our corporation counsel, a transcript of the testimony in a 
condemnation proceeding affecting an important parcel that was 
acquired by the city in the downtown section. 

There were eleven experts who testified for the various prop- 
erty owners whose property was to be taken. The assistant 
corporation counsel cross-examined them in this fashion : " State 

now, Mr. , what, in your judgment, is the value of a lot 

25 by 100 feet on the north side of Chambers Street between 
Center and Broadway?" This location was near the property 
to be taken. The expert gave what he thought was the value. 
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He then asked for their opinion of the value of certain other lots 
in that locality, and so he got this evidence, and he got it from 
each one of the eleven men. Now, those eleven men were men 
whom it costs money to hire. I do not think there was one of 
them that charged less than $300 as a retainer to testify in that 
proceeding, and some of them were paid $1500. I know some of 
them we cannot get to testify in a city case, for example, without 
an advance of $1500, and they will then charge so much a day for 
each day in court besides. They were high-priced men, and 
these men were known to the members of the committee who 
came from New York. 

Of the eleven experts I took the four highest and averaged their 
values, and I took the four lowest and averaged their values. 
Mind you, the whole eleven testified for the people whose 
property was to be taken. They were all on the same side of the 
case. The four highest averaged 100 per cent higher on those 
parcels than the four lowest, and there was a difference of 275 
per cent between the highest and the lowest. And I had that 
testimony waiting for the objection, that presently came. Some 
man said, "Oh, well, if the tax department only had expert 
assessors you would not need this consideration in deeds." 

Then I told the committee the story, and one senator said : 
"Mr. Purdy, would you hire one of those experts?" I said, 
" I would much rather have the man that assessed the property." 
Now, the man who assessed the property only differed 15 per 
cent, as a m ftYJTniinri , from the average of the four lowest of those 
experts. He did pretty good work, without such evidence as 
this legislation would furnish. But the evidence I want I am 
sure would be of very great value, and I believe it would not hurt 
the community, and it would not hurt legitimate business. 

Judge Leber : Mr. Purdy, I understand your bill contained 
an alternative provision so that the consideration, if not stated 
in the deed, might be stated in some way for the taxing depart- 
ment. 

Mr. Purdy : The bill finally presented to the legislature was 
submitted first to a number of real estate men and one or two of 
our judges, to see if they could find fault with it, and in the first 
instance we had a provision that the deed could not be recorded 
until they made the affidavit. That was seriously objected to 
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by one of our judges, a man who had had a great deal to do with 
real estate transactions and owned a great deal of real estate. 
He was afraid, under a possible contingency, that it might put a 
cloud on title, that some deed might be physically recorded that 
was not entitled to record. So we took that provision out and 
endeavored to secure the same results by a rather heavy penalty 
if the proper affidavit did not accompany the deed. Then there 
were men who said, truthfully, that "Sometimes we want to 
acquire a large tract of land and we must do it quietly, or the 
prices will be put up in a prohibitory way." Sometimes they 
do it by options and do not put any deeds on record until they 
get through, but sometimes they were obliged to take title and 
did not want to give the information away. 

So there was an alternative. A man could make an affidavit 
and file it with the tax department, if he saw fit, and it was to 
be a confidential record in the hands of the tax department. I 
did not care for that alternative provision very much, but it was 
put in to meet an objection which I thought seemed really to be 
based on a sound reason. I should be glad to get a law in 
that shape. 

Mr. George Curtis, Jr. (Wisconsin) : What would you think, 
Mr. Purdy, of a slight modification of the alternative you have 
just mentioned, by a provision that the statement of true con- 
sideration might be filed with the tax department, or any other 
proper public officials, and with the further provision that it 
should go on record after the lapse of a reasonable time suffi- 
cient to enable such persons as you speak of to accomplish their 
purpose? 

Mr. Purdy : I think that might be even better, but what I 
stated was about the best I could get without losing the support 
of men whose support seemed absolutely essential if we were 
going to be successful. I had some good support, with a fighting 
chance. 

Mr. Curtis : Did the up-state men take a hand either way, 
or was the fight from people in the city ? 

Mr. Purdy : The bill applied only to the city of New York. 
The result of the hearing was that the men from the up-state 
counties said it was a pretty good thing, and asked "Why don't 
you make it apply to the whole State ?" 
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Mb. Pleydell: It has largely been due to political conditions 
that the bill has not been pushed. I may say it has been con- 
templated to interest the tax officials in the larger cities of the 
State to get them to come down to Albany and help. The 
greatest opposition came from the "shoestring" speculators in 
the city of New York, who are enabled to ply their trade on 
account of the quick rises in the value of land. These specula- 
tors pay almost nothing for the equity, simply give back a third 
mortgage and pay a nominal sum, say $100 on a $10,000 property, 
trusting to sell out quickly at a profit that will help them take 
care of the third mortgage. They are not really property 
owners. There is a surprising number of them, in proportion to 
the population, because they operate among the foreign element. 
A good many of the newly arrived immigrants in New York are 
men who probably had some little property on the other side, 
and they want to get hold of real property ; whether in the city, 
in the suburbs, or somewhere else. They have an intense 
desire to own real estate, and they often fall victims to the wiles 
of their fellow countrymen. I do not believe the actual property 
owners will stand in the way at all. 

Chairman Gilson : Wisconsin attempted to get such a law, 
requiring the consideration to be stated in the deed. It has 
been presented to two legislatures and failed to pass, and we 
have made some attempt to supply the deficiency which that 
information would give us. Mr. Curtis, who had charge of 
that matter before the legislature, can give a very good idea of 
what objections were made. 

Mr. Curtis : The bill provided an indirect penalty for failure 
to observe the law. The indirect penalty was merely a refusal 
of registration until the statute requiring the necessary affi- 
davit as to consideration should be complied with. And in 
order that a party who proceeded in good faith and in ignorance 
of the law should not be deprived of any rights, the bill con- 
tained provisions by which he could supply that necessary 
affidavit within a reasonable time, specified in the bill, and 
then his deed might be registered with the same effect as if it 
were in proper shape when first presented. This made a little 
detail in the bill, and I do not know but that had some effect 
in scaring the committee in regard to it, but my belief is that 
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the opposition was more on the general ground that it pre- 
vented those who desired to speculate in real estate from keep- 
ing the thing secret which they thought it for their interests to 
withhold from the public. 

I was not present before the committee when the opposition 
were heard, to any extent, and I think that a good deal of the 
opposition arose within the committee itself. 

In Wisconsin we have regarded some scheme of that kind 
as of very great importance, perhaps of more importance with 
us than in some other jurisdictions, from the fact that we 
have learned to use that data, and have found it exceedingly 
useful in the work we are called upon to do. I cannot question, 
however, that when similar officials in other states have come 
to deal with the true value of real property, when they come 
to educate local assessing officials to deal with the true value of 
property, that the importance of such legislation will grow 
upon the mind of every such official. 

I do not think that Wisconsin ought to give up the effort. 
We may perhaps be compelled to accept some cruder pieces of 
legislation, for our initial legislation on the subject at least, 
for the prejudice against it seems to be thus far very strong. 
I am bound to say, however, that we did not make anything 
like such elaborate preparation for the presentation and sup- 
port of our bills as Mr. Purdy has described in his work in 
New York, and this admonishes me at least that our further 
efforts should be backed by more thorough preparation. 

Mr. Pollets : At the time Mr. Curtis was drafting the bill 
I was familiar with what was contemplated, and talked with 
him and others about it, and since then I have had the matter 
more or less in mind. It has occurred to me that a possible 
way of presenting the matter that would make it more easy 
to put it through some of the legislatures, would be to make 
the registration fee for a deed not accompanied by an affidavit 
that it was the true consideration as stated, a very substantial 
one, five or ten times the ordinary registration fee. 

The suggestion just made by Mr. Purdy as to the legitimate 
reasons there might be at times for withholding, at least tem- 
porarily, the true considerations, might apply to railroad com- 
panies. There are times, of course, when it is necessary for 
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them to make acquisition of large tracts of land for terminal 
purposes within a city. Some considerable time is necessary 
to put such a deal through properly, and at proper cost, and I 
believe, for instance, if the suggestion I made were acted upon, 
the registration fee being placed at five or ten times the ordi- 
nary registration fee, it might well be paid. We would then 
be holding our cards within our hand and not disclosing the 
value, but we would be paying the penalty for doing so, tem- 
porarily, and I think that slight penalty might not induce us 
to oppose such a general measure. The other alternative pre- 
sented by Mr. Purdy's bill would be acceptable. 

Chairman Gilson : How would a provision do that would 
permit the deed being registered without the consideration 
being stated, and that a certain period should elapse within 
which they might furnish the information? If they did not, 
the deed would be stricken from record. 

Mb. Polleys : I do not think there would be any objection 
to a reasonable time. 

Mr. Pletdell : I see one objection, from the standpoint of 
a railroad company. The ordinary purchaser, buying for in- 
vestment purposes, would never want to avail himself of that 
option. The minute a deed was placed on record and the 
consideration withheld, it would be immediate notice that 
some one was trying to acquire other property in connection 
with that purchase. 

Assessment of Bank Stock 

Mb. Frank B. Jess (New Jersey) : I want to ask of the 
gentlemen here if in any State, national bank stock is taxed at 
its market value ? 

Mr. Purdy: Do you mean by law or in practice? 

Mr. Jess: In practice. 

Mr. William H. Corbin (Connecticut) : The law in Con- 
necticut provides for the taxation of shares of stock of national 
banks, trust companies, and insurance companies at their 
market value, to be determined by the State Board of Equali- 
zation as of October 1st each year. The state Board attempts 
to do that. It is very difficult to determine the market value 
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of some stocks. In addition to local quotations, we use book 
values. 

Mb. Plbydell : Are they taxable at the local tax rate ? 

Mr. Corbin : At a special rate of 1 per cent. I was talk- 
ing with two bankers in Hartford about a month ago, and 
they said, "See what you are doing with our bank stock; you 
have got it up to full value, higher than we sell for, and you 
know it is a burden." I said, " Are you willing to pay the local 
tax rate on your stock if we will put it down to somewhere 
near the property value?" And they stopped complaining, 
because we have a maximum tax rate of $2.30 per $100 of 
valuation in Hartford, and the valuation varies from 50 per 
cent to 100 per cent. 

Mb. Pletdell: Do you make any deductions for exempt 
property held by the bank ? 

Mr. Cobbin: The only deduction made is to take the 
amount of tax paid on local property from the total tax paid 
by the corporation. Originally in Connecticut the shares were 
taxed in the hands of the holders. Then in 1901 the law was 
changed so the banks, trust companies, and fire insurance 
companies should pay to the treasurer of the State a tax of 
one per centum upon the market value of each share of its 
stock, as such value may be determined under the provisions 
of Section 2322, less the amount of taxes paid by such cor- 
poration upon its real estate during the year ending the 30th 
day of September next prior thereto. 

This is intended to be a tax upon the share, in lieu of tax- 
ing the stockholder, by having the bank pay it. At first, 
when the law went into effect, it was reported around the 
State that dividends would be reduced, but I think there was 
only one corporation in Hartford which reduced its dividend. 
The tax is returned to the towns in the State in proportion to 
the share holdings in the different towns. 

Mb. J. J. Mitchell (Alabama) : In Alabama we have prac- 
tically the New York law. The bank official is required to 
indicate to the assessor the par value, the number of shares 
into which his capital stock is divided, and the names of the 
holders, the par value of the stock, the amount of surplus and 
undivided profits, the last sale, and annual dividends for the 
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last three years. Then the tax assessor is required to deter- 
mine what the market value of the stock is, and, having deter- 
mined it, he is required to deduct the assessed value of the 
real estate assessed to the bank, and he is prohibited from 
making any further deduction, so the assessment is made on 
market value. 

Mr. Jess : I asked that question because it is a very vital 
question in the State of New Jersey. It works out this way : 

In the city of Newark an attempt was made to assess bank 
stock at its market value. On appeal to the state Board the 
assessment was not sustained, the majority of the Board hold- 
ing that market value was not a proper criterion for the assess- 
ment of bank stock. The method in vogue is to add the capi- 
tal stock, surplus, and undivided profits, and after deducting 
the non-taxable securities and the value of real estate, divide 
the result by the number of shares, to find the value of each 
share for purposes of taxation. The result is that bank stock 
in New Jersey is seldom, if ever, assessed at a value which 
approximates its market value or even its par value. 

Judge Leser: Mr. Jess, isn't it true in your State that 
under a decision of your courts the banks were allowed a de- 
duction for exempt securities, and that was such an advantage 
to the banks that they were ashamed to take the money, and 
made voluntary contributions in the way of taxes ? 

Mr. Jess: That is hardly true. It is true, however, that 
the deduction of exempt securities greatly reduces the assess- 
able value of bank shares. Some bank directors are more 
liberal than others in the matter of deduction. 

Judge Leser : They were afraid there might be a reaction, 
and they were voluntarily paying more than required by law. 

Chairman Gilson : Is it provided by law they can deduct 
the non-taxables ? 

Mr. Jess: Under the decision of the Court of Errors and 
Appeals they are allowed to deduct the non-taxables. 

Mr. W. S. Glass (Kansas) : I do not understand that the 
law allows any discretion, or allows the assessment of national 
bank stock on the quotations of any market or any sales of 
bank stock. I understand that the federal statute prescribes 
that national bank stock shall be assessed as other moneyed 
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capital. Now, I take it that other moneyed capital cannot 
be assessed more than dollar for dollar. 

Mr. Pletdell : The latest decisions have defined moneyed 
capital as that kind *Df capital which is competing with the 
money employed in the banking business, not used in the 
ordinary commercial pursuits of the State, but competing as 
money, being loaned and hired as money. The recent decisions 
practically narrow the law down to banks, trust companies, and 
private money lenders, and you must treat those alike; but 
it doesn't include a private individual as a simple capitalist 
loaning on a note. 

Mr. Glass : Your understanding of the law is correct, but 
if I am a private money owner, and I have $10,000, pray tell 
me how that can be assessed at more than $10,000 ? 

Judge Leber : It should not be, because its market value is 
only $10,000. 

Mr. Glass : Therefore you cannot assess a national bank, 
or the stock of a national bank, any differently from what you 
are assessing that private broker on his private capital. 

Mr. Pletdell : Isn't it true that many banks have never 
watered their stock, and have piled up an enormous surplus 
so you have a par value of $100 a share, and a market value 
of $500 or more ? When you assess that bank at $500 a share, 
that is the market value. That is the same basis as other 
capital. 

Mr. Glass: That other value beyond the $100 a share is 
made up of surplus and undivided profits. Surplus and un- 
divided profits should be considered in addition to the capital 
stock. Now, to illustrate, the capital, surplus, and undivided 
profits make a book value of say $433 per share, but there is a 
market value for that property of $450. The understanding 
that I have of the law is that you can only assess the shares 
of stock at $433, because that is the basis on which the man 
with other moneyed capital is assessed, if he be a broker, for 
you cannot say that there is anything more than the $433 in 
his possession. If you put more than a $433 assessment on 
the share of stock of the national bank, you do not assess it 
the same as you do the moneyed capital of the private broker. 

The share of stock has its par value, which cannot be changed ; 
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that is, 100 cents on the dollar. The surplus has a fixed value 
which cannot be shifted. It is possible for the undivided 
profits to-day to be one amount and to-morrow to be another 
amount, but when you take the total of the capital, the surplus, 
and the undivided profits on assessment day, and divide that 
total by the number of shares of stock there are in that cor- 
poration, you have the book value of each share of stock in the 
corporation. 

Mr. Corbin : Not the market value. 

Mr. Glass: No, not the market value, but you have the 
book value. Now, the proposition I advance is, that, if a 
money broker, who is engaged in his own private business, on 
assessment day has $10,000 moneyed capital and a good busi- 
ness which yields him a net return of 20 per cent on his $10,000, 
he cannot be assessed on anything but the value of his capital 
as indicated by the dollar mark. The good will of the business 
cannot be assessed, or in other words a value for taxation 
cannot be placed thereon. The national bank act says that the 
capital of banks shall be assessed at no greater or higher rate 
than othef moneyed capital, and this broker has moneyed 
capital. If you assess the shares of stock of the bank at more 
than the book value, how is it possible that the two are assessed 
on an equal basis ? 

Mr. Corbin : Suppose the bank paid out a very large divi- 
dend so that they could keep their undivided profits and sur- 
plus at a certain figure, which would make a book value of four 
hundred and thirty-three dollars, would not that stock be 
worth, if it was paying 10 per cent, very muoh more than an- 
other bank stock paying 4 per cent and keeping its undivided 
profits right there ? And wouldn't it be proper for us to con- 
sider the fact that they were paying the large dividend which, 
if they did not pay it out, would be left in the bank and we 
could tax it? 

Mr. Glass: Undoubtedly. The trouble we have is this: 
Your premise is all right, and it would be proper to do it, but 
for the fact that there is a national statute which says you 
cannot assess it at any more than you can the broker's capital, 
for the capital which a money broker uses is moneyed capital. 

Mr. Corbin : The fact is that we in Connecticut are per- 
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f ectly willing to pay that tax, the bank paying it itself instead 
of contesting the point. 

Mr. Pleydell : Mr. Glass seems to be correct in his legal 
interpretation. In the market value, as determined by Mr. 
Corbin, there is an excess over the cash value. That to a cer- 
tain extent may be a franchise value, or privilege value, which 
it has been said you cannot tax. In Mr. Corbin's State, I 
think largely because the law fixes a flat rate, they would rather 
have that than go back to the old system. In New York, the 
law says specifically, "capital, surplus, and undivided profits, 1 ' 
which does not include goodwill, and I think most of the bankers 
feel that, even though there may be, for other reasons than 
have been mentioned, a legal technicality about that law, they 
are so much better off to have this flat rate than they would 
be under the old system that they would rather not fight it. 

Mb. T. D. Foster (Colorado) : It seems to me Mr. Glass 
loses sight of the fact that in the banking business a part of the 
value of their business is to use other people's money besides 
their own. As an assessor in Colorado — and we have prac- 
tically the same laws as in Kansas on the assessment of banks 
— I take the capital stock, the surplus, and undivided profits, 
and then I take the average record of their deposits for the 
whole year. I will take one day in each month, take the 5th 
of one month, the 10th of another month, the 20th of another 
month, and get the average of their deposits during that period, 
and I charge up to the value of the bank the use of that money, 
whatever I think is right. For instance, I usually take about 
1J€ per cent of the average deposits, and add this amount 
with the other two items, the sum being the stock value. I do 
that for the reason that in the banks of my country there is no 
determined market value, and I believe that the method is 
quite fair. 

Mr. Glass also has stated to me that they deduct the value 
of real estate, owned by the bank, from the capital stock. 
Suppose now the capital stock of a bank is $50,000, and you 
feel that you are only permitted, under the law, to assess that 
bank at $50,000, and during the course of time this bank accu- 
mulates more than $50,000 in real estate. You would not have 
any assessment at all upon the bank, even upon its money capital. 
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Mb. Glass : A bank cannot allow more than so much to go 
into real estate, under the banking laws. 

Mr. A. E. Holcohb (New York) : The Supreme Court held 
in these Connecticut cases that the Act did not attempt to 
tax the bank, but taxed the shareholder, and the bank was 
-the agent to collect the tax. That is why the statute does 
not apply to such an assessment. 

Mr. Glass: In our State that was decided over twenty 
years ago, by our courts, and shares of bank stock have been 
assessed that way ever since, but the proposition I was deal- 
ing with, and the one I want light upon, is not as to the man- 
ner of assessment, but it is upon the manner of valuation of 
the share of stock. That share of stock, for purposes of taxa- 
tion, as I understand, whether rightly or wrongly, represents 
the capital, plus the surplus, plus the undivided profit. 

Judge Leser : Plus future prospects and goodwill. 

Mr. Glass : You cannot assess franchise value. 

Judge Leser: They are all merged together. I think 
there is a confusion of terms. The federal statute requires 
bank shares to be taxed at no greater rate, that means both as 
to assessment and as to tax rate, than other moneyed capital. 
Mr. Glass is comparing these private bankers with the capital 
of the bank. He ought to compare them with the property of 
the stockholder, which is an absolutely different thing. In 
fact, the Supreme Court has held you can tax both the shares 
and property of a stockholder, as representing different proper- 
ties and different interests. 

Mr. Glass : I am not comparing it with a state bank or 
any other bank. I am comparing the assessment of a share of 
national bank stock with the assessment of the moneyed capi- 
tal of a private individual engaged as a broker. 

Judge Oscar Leser (Maryland) : Yes, but you are com- 
paring that capital with the capital of national banks. We 
do not assess the capital of the national bank, we assess the 
shares of the shareholder at what they are worth to-day, and 
what they are worth to-day may be more or less than the book 
value, as the bank can fix book value arbitrarily, as it chooses. 

This is a subject which has received a great deal of atten- 
tion in our own State. It was the custom for many years 
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for the state Tax Commissioner to assess bank stock on the 
basis of its book value. There was no objection to using that 
standard, but when the particular tax commissioner we now 
have insisted on taking 75 per cent of book value, after re- 
peated protests had been made, a suit resulted in which the 
court was asked to pass upon this entire question. 

Our court ruled, following the federal decisions, that any 
law or administrative practice which based the assessable 
value of bank stock on book value violates the state constitu- 
tion, because it does not result in determining the "actual 
worth" of that stock; that you were no longer dealing with 
the assets of the bank, but with the value of something else, 
namely the share of stock in the hands of the stockholder. 
The leading case in the Supreme Court of the United States, 
the last case, I think, on the subject, is the Des Moines Savings 
Bank case, 205 United States Reports, in which the Court held 
that a statute of Iowa which described the book value of national 
bank shares as a method for determining the market value was 
invalid, because in effect it was a tax by the State upon the 
property of the bank, whereas the federal statute permits only 
a tax upon the shares of stock. The provision to which the 
gentleman from Kansas refers requires that whatever tax is 
imposed on such shares by the State shall be at the same rate, 
meaning at the same percentage of assessment, as well as at 
the same rate of tax, as is imposed on other "moneyed capital." 

Chairman Gilson : And against the stockholder. 

Judge Leber: Yes. And "other moneyed capital" has 
been construed to mean practically only competing banking 
capital. 

Mr. Glass: Has it not been held in that connection that 
moneyed capital, that is, the capital of an individual dealing 
in money, was also meant ? 

Judge Leser: I do not remember a decision in which the 
question has directly arisen as to whether a different method 
of assessing private banking capital would invalidate a statute 
taxing national bank capital, and I have always, in my mind, 
regarded state banks and trust companies as the controlling 
things to be considered. 

I think there is another point I can clear up in the gentle- 
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man's mind. In reference to this question of book value: 
You illustrated with a bank having a book value of $433. 
That is its own statement of book value, but this, in my judg- 
ment, is not conclusive upon the taxing official. The bank 
may mark down its securities below value, and may purposely 
produce a low book value. We have banks in certain coun- 
ties where there is no competition and no object in enlarging 
the ostensible book value, where it is actually understated for 
the purpose of reducing taxation. 

My attention was called this very morning to a most re- 
markable case which either has arisen, or will shortly arise, in 
the city of Philadelphia. There is a large trust company, the 
largest, probably, in the State, which has just erected one of 
the handsomest bank buildings in the United States, involving 
an investment of perhaps two millions of dollars. It has been 
the policy of this company to mark off from its surplus each 
year half a million dollars, as against the real estate,, so that 
at the present time they have by a mere bookkeeping device 
made an apparent reduction in the surplus, so that their "book 
value" does not reflect this valuable building at all. The 
question before the taxing officials of Pennsylvania is whether 
they are now bound by the book value which the bank pre- 
sents. I believe they have a perfect right to go behind the 
book value as reported by the bank and to ascertain its true 
condition themselves. 

The vital thing to remember in the taxation of national 
banks is that the State can only reach national banks on two 
things. It can impose a direct tax on real estate belonging to 
the bank, and it can impose a tax upon the shares in the hands 
of the shareholders, although it may provide by statute that 
the bank shall pay the tax on behalf of the shareholders. It 
is not necessary to take the bank's estimate of what the shares 
are worth, because, in addition to the mere assets of the bank, 
the element of future prospects and other factors may enter 
into the value of the shares of stock. In our State, as I have 
said, owing to a decision of our courts that the use of book 
value is illegal, we assess shares according to their fair selling 
value, which is ordinarily the quoted market price. Personally, 
and viewing it practically, I consider the true book value 
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standard by far the best. It may be argued that market 
value is uncertain, hard to determine in some cases, and fluc- 
tuating, due to conditions which bear no necessary relation to 
the value of the stock. On the other hand, it may be argued 
that book value as reported by the banks can be inflated or 
diminished at will; but I would be inclined rather to take 
chances on book value being more certain and less subject to 
jugglery than market value, because of the natural tendency 
among banks, by reason of competition, to give themselves 
credit for high asset value. 

Chairman Gilson: What rate do you impose upon bank 
stock? 

Judge Leber : In our State we follow the archaic Massa- 
chusetts system of having the bank share assessments — which 
are fixed by a central officer — distributed to the localities in 
which the shareholders reside, in which localities they are 
taxed at the respective current tax rates applied to real estate, 
in addition to the direct state tax. The proper system, in my 
judgment, is a fixed rate, say 1 per cent as in New York. In 
fairness this tax should go to the locality in which the bank 
is situated; but in Maryland the state constitution decrees 
otherwise. 

Mr. J. E. Cushman (Vermont) : I wish to state for the 
benefit of Mr. Jess that in Vermont the shares of national 
banks are taxed, not at their market value, not at their book 
value, but upon their true value. Our statutes provide that 
all personal property shall be taxed to the holder of it at such 
a price as it would be turned over from a solvent debtor to a 
creditor in satisfaction of a debt, and when you consider that 
method of appraisal I think you will find it a pretty fair defi- 
nition of the true value, namely, at such a value as it would 
be turned over from a solvent debtor to a creditor. 

Mr. Jess : That might be either book value, market value, 
or some other value. 

Mr. Cushman : That is the true value, and the way we try 
to do it in Vermont is this: We calculate to leave for the 
holder of the stock a net 4 per cent on his stock, and in estab- 
lishing the value we take that element into consideration, and 
endeavor to leave him a net 4 per cent. 
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Mr. George Curtis, Jr. (Wisconsin) : You cannot do that 
unless you have knowledge of the earnings of the bank. 

Mr. Cushman: Certainly not. We consider par value, 
surplus, and undivided profits. But the fact is the bank may 
have an undivided profit of $50,000 to-day, and they may be 
carrying at the same moment doubtful paper enough to wipe 
it all out, and, in determining the value, we undertake to 
capitalize the earnings and also take into consideration what 
class of investments they have. 

Taxation of Inheritances 

Mr. Hardin Bennion (Utah) : I desire to ask a question 
relative to the inheritance law that has been proposed. We 
have a law in Utah very similar to the law proposed by the 
committee, and it has worked satisfactorily with us, but our 
wealthy men are preparing to evade the law by incorporating 
their estates, and putting that property in shares of stock. 
They already have evaded the tax by that means. They in- 
corporate their estates before they die, and assign the shares 
of stock to individual members of the family, in such a way 
as not to create an actual transfer. Can the committee provide 
some remedy for that ? 

Chairman Gilson: If it is not an actual transfer, it is 
really subject to the control of the party who creates the trust. 

Mr. Bennion: The certificates of stock may be left in a 
safe and marked as the property of the individual to whom it 
is to go after the death of the decedent. 

Judge Leser: Isn't the same thing possible now with 
coupon bonds? Can't they be deposited in a box with the 
understanding that they are to go to the widow, or to the child, 
without passing through the estate ? 

Mr. Bennion : I presume it could be done. If there is no 
way to avoid that, and since the tendency is to increase that 
practice, the result will be that unless a man meets death acci- 
dentally, his property will not pay this tax. 

Mr. Joseph S. Matthews (New Hampshire) : It seems to 
me that when such a state of facts as has been suggested were 
proven to be the fact, that the assignments were strictly held 

2d 
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and the transfer not actually made, that it would come within 
the definition of a transfer intended to take effect in possession 
and enjoyment after the death of the donor, and would thus 
be taxable under the bill which was proposed to-day, assum- 
ing that the facts be proven, as stated. The difficulty would 
be, of course, in proving it was not an actual transfer. 

Mb. Bennion: That was the suggestion I was going to 
make, the difficulty of proving a thing of that kind. It seems 
to me possible to cover it up. 

Mr. A. C. Pletdell (New Jersey) : As one of those who 
helped to draft the proposed law, I may say that this matter 
raises an administrative question we did not think wise to deal 
with in the bill. The way in which you find out and deal with 
those particular things must be determined with regard to the 
policy of each State. There is a definition in the bill (section 2, 
subdivision 3), where it speaks of gifts in contemplation of 
death. These are always hard things to be construed. We 
did not attempt any administrative provisions, but all we 
attempted to do in this bill was to make the proper division of 
the tangible and intangible property as we saw it. I think 
this question related very largely to administrative provisions, 
so far as Mr. Bennion was speaking with reference to this pro- 
posed law. 

Judge Leber : Wouldn't one remedy be in such case, if that 
became an evil, to require that transfers of a certain class 
should not be effected by mere delivery, but only by transfer 
on the books of the corporation ? 

Mr. John B. Hanten (South Dakota) : Suppose the stocks 
have been transferred to a corporation, acting as a trustee, and 
the trustee holds those stocks for sixty or seventy-five years, 
going along for one, two, or three generations. How are you 
going to reach them then? Suppose the individual transfers 
his stock in corporations to a trustee, a corporation trustee, 
and that trustee has charge of those stocks and merely gives 
the dividends and accretions to the stock to the parties en- 
titled thereto? The trustee is there for sixty or seventy-five 
years, two or three generations of individuals are receiving 
benefits of those stocks together during all that time. How 
are you going to reach it ? 
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Professor T. S. Adams (Wisconsin) : Some difficulty has 
arisen in Germany in the operation of the so-called real estate 
increment taxes, and careful provisions, designed to meet that, 
have been perfected in several German States. Just offhand 
I would not undertake to say in exact detail what they are, 
but they can easily be secured. 

Taxation of Ground Leases on Land owned bt Railroads 

Mr. John B. Hanten (South Dakota) : We have a class 
of property which we have not been able to reach, and we 
do not know how to reach it. We have industrial, manufac- 
turing, mercantile sites on the right of way of railroads in our 
cities, towns, and villages, and in many instances these sites 
aggregate a value, a ground value, running up into a quarter 
of a million or half a million dollars. For instance, in the 
town that I live in there are five systems of railroad, and each 
railroad has terminal sites, and on these sites they have ele- 
vators, manufacturing plants, wholesale houses, and plants of 
that kind, and leases are made for a year, and possibly in 
some instances running for five years. Some of the improve- 
ments are very slight, yet the value of the use of the ground 
would, in many instances, amount to $1000 or $1500 a year if 
owned by a private individual. The lease might call for $5. 
Now, how do you assess and value those tracts, and how do 
you enforce taxation ? If any one can give information on that 
subject I would like to hear it. 

Judge Oscar Leser (Maryland) : Why not summon the 
railroad officials and put them under oath and find out what 
the rental is, and capitalize the rental ? 

Mr. Hanten : The railroad will tell you the lease calls for 
$1 or $5 a year, and possibly extends for two years. Now, 
the building may be absolutely permanent, that is, built so it 
cannot be moved, or it may be just a shack, or common ware- 
house, possibly worth $500, but the annual ground value of 
the site it occupied is possibly $1000 or $1500 a year, if it had 
to be leased from an individual. 

Mr. W. S. Glass (Kansas) : In our State the statute pro- 
vides that a building built upon leased ground is assessed as 
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personal property and taxed as personal property, but of 
course the ground values there belong to the railroad and the 
railroad returns on them as a part of its value. 

Mb. Hanten : The railroad doesn't return any value. 

Mb. Glass: Theoretically it does. It may not. But if 
there was a house or elevator built upon the right of way of a 
railroad, by its leave and permission, the man who put his 
building there would be taxed on that elevator as personal 
property, and the railroad would be supposed to pay the taxes 
on their land in their return. 

Mb. T. D. Fosteb (Colorado) : Improvements on leased 
ground are treated as real estate in Colorado. Replying to the 
gentleman from South Dakota, that situation in Colorado 
would be dealt with by the assessor. In the instances where 
this occurs in my county, I determine about what I would 
value that land at if I would lease it to some other person, 
what it would be worth to me, and I assess the railroad at that 
amount. Railroads are not supposed to turn in any value to 
the State Board of Equalization except on such property as is 
used strictly for railroad purposes. Everything else is assessed 
by the local county assessor. 

Mb. J. E. Cushman (Vermont) : Answering the gentleman 
from South Dakota, as far as Vermont is concerned, our legis- 
lature in 1908 undertook to deal with that proposition, and 
we passed a law that all such lands shall be set in the grand 
list as other property is set. We segregate our sources of 
revenue in Vermont; railroads and other public utility cor- 
porations, and banks, pay state taxes and no local taxes. In 
this regard the land owned by railroad companies leased for 
commercial purposes is then set in the grand list. Our statute 
provided that buildings erected on this land shall be real estate 
for the purposes of taxation, and shall be assessed to the owner 
thereof, and if the man who owns the building is the elevator 
man, then it is taxed to him instead of the railroad, and the 
ground site is appraised as any other piece of ground in that 
locality, at what it would sell for. 
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Suggestions for Program at Next Conference 

Mr. Corbin: This meeting is the result of a committee 
being appointed by the taxing officials and other administrative 
officers who attended the last Conference. That committee 
requested the officers of the International Tax Association to 
provide a place on the program for this session, which they did. 
I wish to ask whether it would be advisable to continue that 
committee, or merely to have it understood that the officers 
of the Association are hereafter, if they feel the time of the 
Conference has not been wasted here, to provide some place 
on the program for a similar informal discussion by tax officials. 

Mr. George Pottle (Maine) : I think this session this 
afternoon has been quite as beneficial, and certainly quite as 
interesting, as any session held 'during this Conference, and I 
hope some provision will be made in the next Conference pro- 
gram that one session shall be set apart for just such discussion 
as has been carried on this afternoon. 

President Foote : I think it would be very well indeed if 
the tax commissioners would suggest to those who have to 
make up the program for the Conference the particular subject 
or subjects that they would like to have discussed at the next 
Conference "round table" session, so that you will come pre- 
pared to discuss such subjects, and such other matters as may 
be brought up. Then we can print the list of subjects and 
invite all the tax officials of the country to come and join in 
the discussion. 

Mr. A. C. Pletdell : Mr. Foote's suggestion is that a list 
of topics for discussion, informally, at such a session as this, 
should be prepared in advance, but no speakers shall be assigned 
to these topics. 

It would be helpful also if, in addition, the tax officials and 
others send in to the program committee of the Association 
suggestions for topics and speakers for the regular sessions, so 
that addresses on such subjects can be arranged for as far as 
practicable, still leaving one session open for informal discussion. 

Mr. Corbin: The result of our deliberations, as a com- 
mittee, in connection with this meeting, was that the taxing 
officials are very busy. We tried to get suggestions from 



406 STATE AND LOCAL TAXATION 

them, but did not get many. We finally decided, as far as 
our committee went, to have a meeting of this kind so far as 
we were able, with the assistance of other officials. I would 
like to nominate Judge Leser as chairman of the committee to 
arrange for next year's session, in cooperation with the Asso- 
ciation, with power to add other members. 

(The motion was carried, and the Chair appointed Judge 
Oscar Leser of Baltimore as a committee of one, for the pur- 
pose indicated. The session then adjourned.) 
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407 



RESOLUTIONS COMMITTEE REPORT 

Chairman Bliss: The report of the resolution committee 
is in order. 

Prof. Charles J. Bullock (Massachusetts) : Mr. Chair- 
man, in the absence of Mr. Townsend, I have the honor to 
present this report. The committee on resolutions, after having 
considered all matters referred to it, submit to this Conference, 
unanimously, with the exception of one resolution upon which 
there was one dissenting vote, the following resolutions. In 
years past it has been the custom to read all the resolutions, 
and then consider the separate resolutions after that. In the 
resolutions of this year there seem to be no two resolutions that 
in any way hang together, and there will be some saving of time, 
at least, if the resolutions can be taken separately without the 
reading of the full report. 

Chairman Bliss: Are there any objections to considering 
the resolutions separately? There are none, and the resolu- 
tions will be considered separately. 

Professor Bullock (reading) : Resolutions adopted by 
the Fourth Annual Conference of the International Tax Asso- 
ciation.? 

1. Whereas, a committee was appointed under a resolution 
adopted at the Louisville Conference, to inquire into the causes 
of the failure of the general property tax ; 

Resolved, that the Conference endorses the conclusions of 
the said committee, and finds that the general property tax, 
under the higher rates of taxation caused by the increase of 
public expenditures in the United States, has broken down in 
so far as it applies to personal property; and 

Resolved, that this Conference finds that the taxation of per- 
sonal property has not been more successful under strict ad- 
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ministration than under lax, that States which have modified 
or abandoned the general property tax show no intention of re- 
turning to it, and that in States where the general property tax 
is required by constitutional provisions, there is a growing 
demand for the repeal of such provisions; and 

Resolved, that the failure of the general property tax in its 
application to personal property is due to the inherent defects 
of its theory, that even reasonably fair and effective administra- 
tion is unattainable, and that attempts to strengthen such ad- 
ministration simply accentuate the inequalities and unjust op- 
eration of the system. 

[The resolution was adopted unanimously, without debate.] 

2. Resolved, that this Conference recommend to the Inter- 
national Tax Association that the Association appoint a com- 
mittee to investigate the methods of administering laws re- 
lating to the taxation of property in the several States and 
provinces, and prepare a report for the information of future 
Conferences. 

[The resolution was adopted unanimously, without debate.] 

3. Resolved, that this Conference recommend to the Inter- 
national Tax Association that the Association appoint a com- 
mittee to investigate the subject of a practicable substitute for 
the present tax on personal property. 

Professor T. S. Adams (Wisconsin) : Might it not be wise to 
suggest " practicable substitutes " instead of " a practicable sub- 
stitute " ? If this Conference has brought out any one point, 
it has been the necessity for different treatment in different 
localities. I am not going to press the point, I simply mention 
it. I will make a motion to that effect, that the plural word 
" substitutes " be inserted in the place of the word " substitute." 

Mr. Lawson Purdy (New York) : I second the motion. 

Chairman Bliss : An amendment to the resolution is offered 
by Professor Adams, seconded by Mr. Purdy, striking out the 
words " of a practicable substitute," and inserting in lieu thereof 
the words " of practicable substitutes." 

Mr. J. W. Harris (Manitoba) : It would be a little better to 
leave " of a practical substitute," and add the words " or sub- 
stitutes." A substitute may be a possibility, and the singular 
would answer. 
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Professor Adams: I accept the amendment. 

Chairman Bliss : The amendment now stands to insert the 
words "or substitutes," so that the section will read "of a 
practicable substitute or substitutes." 

[The amendment was adopted unanimously. The resolution 
as amended was adopted unanimously.] 

Professor Bullock (reading) : 

4. Whereas, this Conference is of the opinion that the adop- 
tion by the several States of the Union of an inheritance tax law, 
framed along the lines of that submitted by the special com- 
mittee of the Association, would provide a fair return to the state 
treasuries, avoid double taxation, and promote interstate comity; 

Resolved, that the secretary of the International Tax Associa- 
tion be requested to forward to the proper officials of the several 
States of the Union a copy of the proposed law, together with 
the text of this resolution, with a request to submit the same to 
the proper committee of the legislature at its next session. 

Mr. R. S. Franklin (Rhode Island) : I am opposed to the 
resolution on the ground it would recommend a direct as well 
as a collateral inheritance tax. I am not in favor of a direct tax. 

[The resolution was adopted, Mr. Franklin and two other 
delegates in the negative.] 

Professor Bullock (reading) : 

5. Resolved that this Conference request the International 
Tax Association to continue the committee on uniform classi- 
fication of real estate, and to request said committee to report 
to the next Conference such rules, tables, and general instruc- 
tions for the assessment of real estate as it may recommend. 

[The resolution was adopted unanimously, without debate.] 

6. Whereas, a tax measured by the domestic premium receipts 
of companies engaged in the business of insuring lives in the 
several States is easily and accurately calculated and accords 
with the amount of business transacted with the policy holders 
in the several States ; therefore be it 

Resolved, that it is the sense of the Conference that a uniform 
method of taxing the domestic premium receipts of all com- 
panies, foreign and domestic, engaged in the business of insuring 
lives, should be adopted in the several States of the Union; 

Resolved, that the Conference make no recommendation as 
to the amount of the rate. 
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Mb. Nils P. Haugen (Wisconsin) : For reasons which I 
stated this morning (see page 295) the tax commissioners of 
Wisconsin are unable to affirmatively assent to this resolution. 
The matter is under consideration by the Commission in pur- 
suance of the direction of our legislature, and we withhold our 
vote on the subject. 

Professor Bullock : Mr. Chairman, I have here a note to 
the effect that the tax commissioners of Wisconsin refrain from 
voting, as the subject is now before them for official action. I 
did not understand that the committee intended that should 
be incorporated with the resolution. 

Mr. Haugen : No, that is all right. 

[The resolution was adopted unanimously.] 

Professor Bullock (reading) : 

7. Resolved, that this Conference express its great appre- 
ciation of the hospitality with which it has been received during 
its meeting at Milwaukee, and hereby return its heartiest 
thanks to His Excellency, Governor James O. Davidson of the 
State of Wisconsin, Honorable Emil Seidel, Mayor of the City 
of Milwaukee, the local committee on arrangements, the Mil- 
waukee Club, the University Club, the Milwaukee Athletic 
Club, the Press of Milwaukee, and to the people of Milwaukee 
who have aided in the entertainment of the members of the 
Conference. 

[The resolution was adopted unanimously by a rising vote.] 

Mr. Allen R. Foote (Ohio) : Gentlemen, you have about 
finished your work. I noticed from the resolutions that you 
have given the Association reason for existing for another year. 

Inasmuch as this Conference is composed of delegates ap- 
pointed by the governors and the universities, I would request 
every delegate here to do us the favor, and himself the credit, 
of showing he has attended the meetings and been attentive to 
the business, by making a concise statement to the Governor or 
president of his university of the work done, and send me a 
copy. 

Mr. A. C. Pleydell (New Jersey) : Mr. Chairman, after the 
first evening session the New Jersey delegation discussed this 
matter and decided to prepare a report to be sent to the Governor 
of the State as to the work and value of these Conferences. The 
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New Jersey delegation, of which one year I was the only member, 
has pursued that policy since the first Conference. 

Mb. Lawson Pubdt (New York) : We have also pursued 
that policy every year, of making a report to the Governor, 
signed by the delegates appointed to represent the State of 
New York. 

Professor James E. Boyle (North Dakota) : In the last 
three years I have filed a written report with our Governor, and 
in each case have given the resolutions adopted by the Confer- 
ence, and I shall also in this case. 

Chairman Bliss: The Rhode Island delegation are under 
instructions to report to the legislature, and in the last report 
we filed with the legislature the proper mention of the Conference 
was made, and also a copy of the proceedings of the Conference 
furnished to each member of the legislature. I would like to ask 
if, beyond that, you would like to have a report made directly 
to the Governor, or would that be sufficient. 

Mb. Allen R. Foote (Ohio) : I think it would be a good 
habit to form, to have a short statement made to the Governor. 
I think it might help the Governor in appointing his delegates 
for another year. 

Mr. Joseph Bumbt (Florida) : I am the only delegate from 
my State. It will afford me much pleasure to comply with 
the request of Mr. Foote. It has been my purpose to report 
to the Governor the pleasure that I have taken in attending these 
meetings. 

[On motion, the Conference then adjourned.] 

Governor Mann, at the morning session, said : Before leav- 
ing I wish to say that in Virginia we are in the midst of tax 
reform, and we are trying to get things in the best shape that 
we can. Since I have been here, I have been struck with several 
things, and one of them is the ability which has been manifested 
in all the papers that have been read. I think I can say, with- 
out any attempt at compliments, that I have never been in any 
body in which the papers that have been read and the discussions 
which have taken place have been of such high order and which 
have come so near to the perfect standard, so far as I am able to 
judge it. I am sure that the presence of you gentlemen, and 
the papers which you read, and the discussions which have 
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taken place, will greatly aid Virginia upon this most import- 
ant question of taxation, and that it will be a very great 
pleasure for us in Virginia to see you all personally, and welcome 
you as our friends and as gentlemen, and American citizens, and 
therefore when the question comes before the executive com- 
mittee I want Old Virginia to be the next meeting place of this 
Conference. 



PROGRAM OF PROGRESSIVE WORK 
INTERNATIONAL TAX ASSOCIATION 

At the business meeting of the International Tax Association, 
held at Milwaukee, September 2, 1910, President Allen Ripley 
Foote in his annual address submitted a program for the general 
work of the Association. After discussion, this program was 
adopted as f oUowb : 

This Association will undertake to promote the following 
purposes: 

(1) To remove inequalities in the assessment of all property 
taxed on an ad valorem basis through improving assessment 
laws, and their administration, and through requiring the use 
of uniform tables, rules, and directions by local assessors so 
as to obtain a uniform assessment throughout the State, with 
the view of making assessment work more accurate and 
economical ; 

(2) The promotion of the adoption of an effective budget 
system for all state and local governments, with the view of 
introducing sound business economy in the management of 
public business and to secure for taxpayers an intelligent control 
over public expenditures; 

(3) To improve systems for keeping continuous records of 
property assessments; the making and rendering of tax bills 
to taxpayers ; simplifying the collection of taxes and all public 
dues of every kind ; perfecting records of collections and facili- 
tating the deposit of all collections to the credit of proper 
funds; 

(4) To reduce all tax rates to the lowest practicable minimum 
through securing full valuation and limiting public expenditures ; 

(5) To devise a system of taxation designed to promote pro- 
duction and commerce by classifying all subjects of taxation 
in conformity with their economic characteristics; 

(6) To devise and promote, through classification, a policy for 
the taxation of all corporations in accordance with a simple 
and clearly-stated system that will be uniform throughout the 
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State, although collected locally in some cases, which will avoid 
uncertainties and relieve taxpayers from unnecessary account- 
ing and annoyances in making their tax returns. The tax so 
paid to be in lieu of all other taxation for all property owned 
or controlled by the corporation so taxed, excepting real estate 
subject to local taxation ; the owners of stocks and bonds issued 
by the corporation so taxed to be relieved from returning the 
same for taxation; 

(7) To examine the classifications of taxable property in all 
States in which freedom of action is not prohibited by consti- 
tutional provisions, and make studies of good methods for the 
guidance of other States ; and to promote constitutional amend- 
ments to secure freedom of action in all States in which restrictive 
constitutional provisions are obstructions to progress. 

Resolution of Appreciation 

The following remarks and resolution were offered by President 
Emeritus James K. Patterson, of the State University of Ken- 
tucky, after the reading of the President's annual address : — 

I feel that this meeting ought not to adjourn before placing 
on record its high estimate of the self-denial, and the eminent 
ability, and the magnificent liberality with which the President 
of this Association, and its founder, has served its interests. 
I was deeply touched this morning by the paper which he read. 
I was touched by the magnificent outline of the future which 
he has sketched for this Association and which it will be the 
duty of each member to cooperate with him in realizing. I 
was further deeply touched with the almost unexampled and 
splendid liberality with which he has met all the obligations of 
this institution. With such a head, and with intelligent and 
hearty co6peration, it seems to me that this Association is 
destined to grow and to become a prominent and a dominant 
factor in solving the great questions to which it addresses 
itself. I therefore move a vote of thanks to President Foote 
for his past services, and especially for the paper which he 
has read to us this morning. 

[Motion seconded.] 

Mb. A. C. Pleydell: You have heard the motion of Dr. 
Patterson. I would suggest that those in favor of the motion 
rise. 

[The motion was thereupon unanimously carried by a rising 
vote.] 



PROVISIONS FOR ANNUAL CONFERENCE 

Abticlb VI op the Constitution op the International Tax 

Association 

Section 1. An Annual International Conference on state and 
local taxation shall be held under the auspices of this Associa- 
tion, during the month of October in each year, or at such time 
and place as its Executive Committee may determine. The 
details of each Conference shall be arranged by the Executive 
Committee in codperation with such special and standing com- 
mittees as may be created by this Association at its annual 
meetings for such purpose. 

Sec. 2. The educational personnel of each Annual Con- 
ference shall be composed of delegates representing universities 
and colleges that maintain a special course in public finance, or 
at which that subject receives special attention in a general 
course of economics; and public men, editors, writers, and 
speakers who hold no educational or official position, but who 
have developed a special interest in the subject of state and local 
taxation. 

Sec. 3. The administrative personnel of each Annual Con- 
ference shall be composed of three delegates appointed by the 
Governor of each State and the Premier of each Province, and 
public officials holding legislative or administrative positions 
charged with the duty of investigating, legislating upon, or ad- 
ministering tax laws. 

Sec. 4. The voting power in each Conference upon any ques- 
tion involving an official expression of the opinion of the Con- 
ference shall be vested in one delegate, who shall cast one vote 
for each university and college, or institution for higher edu- 
cation, represented in the Conference, and one vote for each 
Delegate present appointed by the Governor of a State or by 
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the Premier of a Province, but no delegate shall vote as the 
representative of an educational institution and also as the 
representative of a State or Province. 

Sec. 5. Voting by proxy shall not be allowed. 

Sec. 6. No member of this Association shall have the right 
to vote in any Annual Conference by virtue of such membership. 

Sec. 7. The last session of each Annual Conference, or so 
much of it as may be necessary, shall be devoted to the considera- 
tion of the report of the Conference Committee on Resolutions 
and Conclusions. The report of this committee, as adopted by 
the Conference, shall be its official expression of opinion, and it 
shall not be held to have endorsed any other expression of 
opinion by whomever made. The voting power of the Con-, 
ference upon an official expression of its opinion is limited to 
delegates representing educational institutions and delegates 
representing States and Provinces by appointment of their 
Governor or Premier, with the purpose of safeguarding the 
Conference from the possibility of having its expressions of 
opinion influenced by any class interest; or consideration for 
those who devote their time to the work or management of this 
Association; or favor for those who contribute money for its 
support. The Annual Conference will be the means used by 
the Association for carrying into practical effect its purpose to 
secure an expression of opinion that will formulate and an- 
nounce the best informed economic thought and ripest ad- 
ministrative experience available for the correct guidance of 
public opinion, legislative and administrative action on all 
questions pertaining to state and local taxation, and to inter- 
state and international comity in taxation. 

Sec. 8. The temporary and permanent chairman; secretary 
and official stenographer; address of welcome and response 
to the same ; meeting place, accommodations for delegates, and 
all necessary preliminary details for each Conference, and also 
the program of papers and discussions shall be arranged for the 
Conference by the Executive Committee of this Association, in 
cooperation with a local committee and such other committees 
as it may appoint. All other details of the organization and 
work of the Conference shall be arranged by the delegates pres- 
ent in such manner as they may from time to time decide. 



LIST OP PAPERS CONTAINED IN THE VOLUME OP PRO- 
CEEDINGS OP THE FIRST ANNUAL CONFERENCE 
ON STATE AND LOCAL TAXATION, HELD AT CO- 
LUMBUS, OHIO, NOVEMBER 12-15, 1907. 

(Papers marked * have been reprinted in pamphlet form.) 

A Council of States. 

Dr. C. A. L. Reed, University of Cincinnati 

• Interstate Comity in Taxation. 

Frederick N. Judson, Chairman Special Tax Commission, St. Louis, 
Missouri. 

The Economic and Statistical Value of Uniform State Laws on the 
Subject of State and Local Taxation. 

L. G. Powers, Chief Statistician of Bureau of Census. 

• Outline of a Model System of State and Local Taxation. 

LawBon Purdy, President of Department of Taxes and Assessments, 
New York City. 

•Constitutional Limitations Affecting Taxation. 
Prof. Isidor Loeb, University of Missouri. 

Uniform Public Accounting. 

Joseph T. Tracy, Chief Deputy of the Ohio State Bureau of Uniform 
Public Accounting. 

Accounting for the Proceeds of all Collections of Taxes and 
Public Charges and Disbursements of every Kind. 

Harry B. Henderson, State Examiner of Public Accounts, Wyoming. 

Centralized Tax Administration in Minnesota and Wisconsin. 
Dr. Raymond V. Phelan, University of Minnesota. 

• Home Rule in Taxation. 

Solomon Wolff, Member Louisiana State Tax Commission. 

Limitations of the Purposes for which Taxes mat be Levied. 
Prof. Isaac A. Loos, State University of Iowa. 

♦Methods of Assessment as Applied to Different Classes of 
Subjects. 

Prof. James E. Boyle, State University of North Dakota. 

Habitation Tax. 

Prof. John B. Phillips, University of Colorado. 
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The Utah Mortgage Tax. 

Prof. George Coray, University of Utah. 

The Relation of Federal to State and Local Taxation. 
Prof. H. Parker Willis, George Washington University. 

* Taxation of Inheritances. 

Prof. Joseph H. Underwood, University of Montana. 

Taxation of Inheritances. 

Dr. Max West, Bureau of Corporations, Washington, D.C. 

* The Position of the Inheritance Tax in the American Sys- 

tem of Taxation. 

Prof. Charles J. Bullock, Harvard University. 

Taxation of Incomes. 

Prof. Charles Lee Raper, University of North Carolina. 

* Taxation of the Products of Agriculture. 

N. J. Bachelder, Master National Grange. 

Forest Taxation. 

A. C. Shaw, U.S. Forest Service. 

Rating on Unimproved Values in New Zealand. 

Prof. James Edward Le Rossignol, University of Denver, and William 
Downie Stewart, of Dunedin, New Zealand. 

The Single Tax. 

C. B. Fillebrown, President of the Massachusetts Single Tax League. 

* The Taxation of Unearned Increments. 

Prof. H. J. Davenport, University of Chicago. 

Some General Considerations Concerning Sovereignty and 
Taxation. 

Prof. Lindley M. Keasbey, University of Texas. 

The Taxation of Intangible Assets in Texas. 
Prof. Samuel Peterson, University of Texas. 

Multiple Taxation and Taxation of Credits. 

Prof. W. G. Langworthy Taylor, University of Nebraska. 

♦Taxation of Money and Credits. 

Frank G. Pierce, Secretary of the League of Iowa Municipalities. 

Farm Mortgages and Double Taxation in Vermont — Situation 
and Remedy. 

Prof. Charles W. Mixter, University of Vermont. 

Taxation of City Real Estate and Improvements on Real Estate 
as Illustrated in New York City. 

Prof. John H. MacCracken, New York University. 

* The Taxation of Real Estate and Real Estate Improvements. 

F. A Derthick, Master Ohio State Grange. 
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•Municipal Taxation of Intangible Wealth. 

Prof. Jacob H. Hollander, Johns Hopkins University. 

* Reform in Municipal Taxes. 

Prof. Charles Edward Merriam, University of Chicago. 

* Incidence of Taxation. 

A. C. Fleydell, Secretary of New York Tax Reform Association. 

The Basis of Assessment in Taxation. 

Dean F. W. Blackmar, University of Kansas. 

Business and Professional Taxes as Sources of Revenue. 
Prof. Harry Alvin Millis, Leland Stanford Junior University. 

Tax Problems in Maine. — In View of Adam Smith's First 
Principle of Taxation. 

Prof. Robert J. Sprague, University of Maine. 

* General Property Tax as a Source of State Revenue. 

Prof. J. H. T. McPherson, University of Georgia. 

* Separation of State and Local Revenues. 

Prof. Edwin R. A Seligman, Columbia University. 

Separation of State and Local Revenues as a Program of Tax 
Reform. 

Prof. T. S. Adams, Wisconsin University. 

* A New Method of Raising State Revenue. 

C. B. Kegley, Master State Grange, Washington. 

Taxation by the State of Pennsylvania. 

Prof. Joseph A. Beck, Western University of Pennsylvania. 

Taxation, the Unit Rule of Assessment; A Hope for the 
Future. 

William 0. Matthews, Attorney of Ohio Tax League. 

* Taxation of Life and Fire Insurance Corporations. 

Prof. Solomon S. Huebner, University of Pennsylvania. 

* Taxation of Competitive Industrial Corporations. 

Theodore Sutro, Chairman Committee on Taxation, American Bar 
Association. 

* Taxation of Public Service Corporations. 

Prof. Adam Shortt, Queens University. 

* Taxation of Public Service Corporations. 

Prof. Carl C Plehn, University of California. 

Special Franchise Taxation in New York. 

George S. Coleman, Assistant Corporation Counsel City of New York. 

* Relation of Franchise Taxation to Service Rates. 

Allen Ripley Foote, President National Tax Association. 



LIST OF PAPERS CONTAINED IN THE VOLUME OF PRO- 
CEEDINGS OF THE SECOND ANNUAL CONFERr- 
ENCE ON STATE AND LOCAL TAXATION, HELD AT 
TORONTO, ONTARIO, OCTOBER 6-9, 1908. 

(Papers marked * have been reprinted in pamphlet form.) 

The Division Between State and Local Taxation. 

Prof. Isaac A. Loos, School of Political Science, University of Iowa, 
Iowa City, Iowa. 

* The Taxation of Timber Lands in the United States. 

Fred Rogers Fairchild, Assistant Professor of Political Economy, Yale 
University, New Haven, Connecticut. 

* Taxation of Forest Lands. 

A. C. Shaw, Principal Examiner, United States Forest Service. 

* Forest Taxation and Conservation as Practiced in Canada. 

Dean *B. E. Fernow, Faculty of Forestry, University of Toronto, 
Toronto, Ontario. 

(These three addresses, and the discussion of forest taxation, reprinted 
together.) 

* Cooperation between State and Local Authorities in the As- 

sessment of Real Estate. 

Matthew B. Hammond, Professor of Economics, Ohio State University, 
Columbus, Ohio. 

* The Taxation of Intangible Property. 

Charles J. Bullock, Professor of Economics, Harvard University, Cam- 
bridge, Massachusetts. 

* The Farmers and the General Property Tax. 

F. A. Derthick, Master State Orange, Mantua, Ohio. 

* Taxation of Money and Credits. 

J. H. Easterday, Former Member State Tax Commission, Taooma, 
Washington. 

Canadian Methods of Taxing Corporations. 

Prof. James Mavor, University of Toronto, Toronto, Ontario. 

Inheritance Tax Laws. 

William H. Corbin, State Tax Commissioner, Hartford, Connecticut. 
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The Taxation op Inheritances. 

S. S. Huebner, Assistant Professor of Commerce and Insurance, Uni- 
versity of Pennsylvania, Philadelphia, Pennsylvania. 

Discussion of Inheritance Taxation. 

Joseph H. Underwood, Professor of Economics, University of Montana, 
Missoula, Montana. 

* The Importance op Precision in Assessments. 

E. R. A. Seligman, Professor of Political Economy, Columbia Uni- 
versity, New York. 

* City Real Estate Assessment. 

Lawson Purdy, President of Department of Taxes and Assessments, 
New York, N.Y. 

* Publication op Assessment Lists. 

James E. Boyle, Professor of Economics and Political Science, Uni- 
versity of North Dakota, Grand Forks, North Dakota. 

Business Assessments as a Substitute por Personal Property Tax. 
James C Forman, Assessment Commissioner, Toronto, Ontario. 

Taxation Systems op Northwest Canada. 

Theodore A. Hunt, City Solicitor, Winnipeg, Manitoba. 

Tax System op the Province op Alberta. 

John Perrie, Tax Commissioner, Edmonton, Alberta. 

Taxation in British Columbia. 

John B. McKilligan, Provincial Surveyor of Taxes, Victoria, B.C. 

Taxation op Lipe Assurance Companies in Canada. 

T. Bradshaw, Managing Director, Imperial Life Assurance Co., Toronto, 
Ontario. 

Taxation op Lipe Insurance in the United States. 

Robert Lynn Cox, General Counsel and Manager, Association of Life 
Insurance Presidents, New York, N.Y. 

The Taxation op Mineral Resources in Canada. 

Prof. Oscar D. Skelton, Queens University, Kingston, Ontario. 

Taxation op Coal, Oil and Gas. 

T. C Townsend, Department of Taxation of the State of West Virginia, 
Charleston, West Virginia. 

* The Taxation op Mineral Properties. 

Frank L. MoVey, Chairman of the Minnesota Tax Commission, St. Paul, 
Minnesota. 

Taxation op Mines in Utah and Nevada. 

J. J. Thomas, Secretary State Board of Equalisation, Salt Lake City, Utah. 

The Tax Commission op Kansas. 

S. T. Howe, S. C. Crummer, and W. S. Glass, State Tax Commissioners, 
Topeka, Kansas. 
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Work and Problems or Tax Commissions. 

E. E. Woodbury, Chairman State Board of Tax Commiflsbnera, Albany, 
New York. 

* The Taxation op Public Service Corporations. 

Milo R. Maltbie, Public Service Commissioner for New York, First 
District. 

* The Growth op State and Local Expenditures. 

Prof. W. F. Gephart, Ohio State University, Columbus, Ohio. 

Problems op Local Administration. 

Oscar Leser, Judge of Appeal Tax Court, Baltimore, Maryland. 

* Double and Multiple Taxation. 

Theodore Sutro, Chairman Committee on Taxation, American Bar 
Association, New York, N.Y. 

History op Constitutional Provisions Relating to Taxation. 
Robert A. Campbell, University of Wisconsin, Madison, Wisconsin. 
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Taxation and the Public Welfare. 

James H. Dillard, President Jeanes Foundation, New Orleans, Louisiana. 

Taxation in the Southern States. 

Charles Murphey Candler, Member State Railroad Commission, Atlanta, 
Georgia. 

Obstructions in State Constitutions to Improvements in Tax 
Laws. 

William A. Robinson, Member Tax Revision Commission, Louisville, 
Kentucky. 

* A Classified Property Tax. 

Charles J. Bullock, Professor of Economics, Harvard University, Cam- 
bridge, Massachusetts. 

The Taxation of Insurance. 

James W. Noel, Indianapolis, Indiana. 

Taxation of Level Premium Life Insurance. 

Joseph A. De Boer, President National Life Insurance Co., Montpelier, 
Vermont. 

The Tax Burdens on Life Insurance Policy Holders. 

Frederick L. Hoffman, Statistician, The Prudential Insurance Co., 
Newark, New Jersey. 

Public Relations and Taxation of Public Service Corporations. 
W. H. Gardiner, New York City. 

* Taxation of Telephone Companies in the State of New York. 

Hugh Taylor, Federal Telephone and Telegraph Co., Buffalo, New York. 

The Power of Taxation Should be Regulated. 

Allen Ripley Foote, President International Tax Association, Columbus, 
Ohio. 
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The Relations of State and Federal Finance. 

E. R. A. Seligman, Professor of Political Economy, Columbia Uni- 
versity, New York. 

Changes in Federal Taxation. 

LawBon Purely, President Department of Taxes and Assessments, City 
of New York. 

Uniformity in Municipal Accounts. 

Duncan Maclnness, Certified Public Accountant, Department of Finance, 
City of New York. 

The License Tax System in Louisiana. 

W. O. Hart, Member Louisiana Special Tax Commission, New Orleans, 
Louisiana. 

Taxation of Mercantile and Manufacturing Corporations. 

William George Bruce, Secretary Merchants and Manufacturers Associ- 
ation, Milwaukee, Wisconsin.] 

Taxation of Mercantile and Manufacturing Corporations. 

William H. Corbin, State Tax Commissioner, Hartford, Connecticut. 

* Uniform Listing of Real Estate. 

L. G. Powers, Chief Statistician, Bureau of the Census, Washington, D.C. 

Assessors and Assessments. 

Thomas A. Parish, State Tax Commissioner, Seattle, Washington. 

State Supervision of Assessments. 

T. C. Townsend, State Tax Commissioner, Charleston, West Virginia, 

Forest Taxation under the Direct State Tax in Maine. 

Clement F. Robinson, Clerk Special Tax Commission of 1007-1908, 
Portland, Maine. 
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Accounting, uniform, 176. 

Adams, Professor Henry C, method 

of valuing railroads, 236. 
Adams, Professor T. S., The Income 
Tax as a Substitute for the Prop- 
erty Tax on certain forms of Per- 
sonalty in the State of Wisconsin, 
87. 

income tax discussion, 124, 132. 

inheritance tax, 403. 

resolutions report, 410. 
Addresses of welcome, 31. 
Addresses read, list of, 14. 
Administration of tax laws, 107. 

program next year, 405. 

resolution to investigate, 25. 

session of officials, 357-406. 
Alabama, bank shares, 392. 
Anderson, B. M., real estate, 353. 
Appreciation of Conferences, 413, 416. 
Assessment of real estate, 

annual needed, 180, 203. 

buildings, 310, 345. 

city lota, 320. 

committee report, 313. 

contracts opposed, 208. 

decennial, 103. 

discussions, 341-391. 

expert appraisals, 386. 

farm land, 318. 

full value, 185. 

legal standards, 169, 177, 194. 

maps, 316, 322, 328, 332, 345. 

methods, Iowa, 142. 

methods, various States, 357-376. 

orchards, 318, 320, 352. 

publication, 195. 

rolls, 329, 336. 

rules, 206, 411. 

separate, land and building, 275, 345. 

supervision, 107, 357. 

table, general conditions, 324. 

terms, 315. 

true considerations, 383. 

(See also Corporations; Equaliza- 
tion; Railroads; Valuation.) 



Assessors, appointment, 106, 375, 378. 

need assistance, 348. 

Ohio meeting, 205. 

power of removing, 360, 362, 370. 

State boards, 314. 
Automobiles, 269, 272. 

Bacon, Edgar B., tax limit law, 226. 

valuation of railroads, 255. 
Baltimore, assessment methods, 378. 

three-mill tax, 135. 
Bank share assessment, 391-401. 

Alabama, 392. 

Colorado, 396. 

Connecticut, 391. 

Iowa, 398. 

Kansas, 396. 

Maryland, 397. 

New Jersey, 393. 

New York, 396. 

Vermont, 400. 
Bank taxes, committee on, 12. 
Bennton, Harden, inheritance tax, 401. 

railroad valuation, 256. 
Bliss, Z. W., chairman, 277, 407. 

response to address of welcome, 45. 
Bonds, specific tax, 269. 
Bowers, E. H., response to wel- 
come, 41. 
Boyle, Professor J. E., report to gov- 
ernor, 413. 
Brindley, Professor John E., The Prob- 
lem of Tax Reform in Iowa, 141. 
Buildings, assessment, 319. 
Bullock, Professor Charles J., The Gen- 
eral Property Tax in Switzerland, 
53. 

classification of real estate, 347. 

classified property tax, 137. 

income tax discussion, 127, 132. 

inheritance tax committee, 287. 

resolutions committee report, 409. 
Bumby, Joseph, report to governor, 

413. 
Business income tax, 98. 

taxes, 90, 91. 
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Byrd, R. K, personal property, 179, 180. 
real estate classification, 352. 

Census, committee on, 12. 
Classification of real estate, 318, 334. 
Classification, United States Supreme 

Court, 224. 
Classified property tax, 02, 135, 380. 
Collection methods, West Virginia, 

174. 
Colleges, delegates from, 20. 
Colorado, assessments in, 350. 

bank shares, 392. 
Columbus Conference, papers read, 410. 
Commissions. (See Tax Commissions.) 
Committee reports, 277-354. 

form of acceptance, 207. 

general property tax, 200. 

inheritance tax law, 270. 

insurance tax, 201. 

real estate classification, 313. 

resolutions report, 400. 

to be made next year, 12. 
Committees, appointment of, 40. 

authorised for next year, 12. 

Credentials, 50. 

Milwaukee, 23. 

Publication, 13. 

Resolutions, 24. 

Rules and Program, 50. 
Conference, Committees of, 40. 

how composed, 47, 417. 

invitation, 0. 

officers, 28. 

organisation, 31. 

rules, 48. 

value of, 30, 413. 
Connecticut, bank shares, 301. 

classified tax, 383. 

legislation, 1000, 275. 
Consideration, true, in deeds, 383. 
Constitutional restraints, 160, 100. 
Constitutions, tax amendments, 

Kentucky, 161. 

Massachusetts, 268. 

Ohio, 100. 
Contents, Table of, 7. 
Contracts for assessment opposed, 208. 
Cooley-Adams valuation system, 235. 
Corbin, Wm. H., bank shares, 301, 305. 

inheritance tax committee, 287. 

insurance tax discussion, 207. 

intangibles, classification, 383. 

legislation, 1000, Connecticut, 275. 

program for next year, 405. 

railroad assessment, 253. 

real estate classification, 348. 
Corporations, opinions against taxing 
shares, 261. 



Corporations, public service, ad valorem 
system, 233, 245. 

assessment methods, 148, 231, 250. 

assessment terminology, 315. 

Iowa, 148. 

Kansas, value, 184. 

Ohio, 210. 

railroads, 148, 231-260. 

valuations, 181, 245, 257, 280. 

Virginia, tax rate, 271. 

West Virginia, 170. 
Crandon, Frank P., 182, 380. 
Credentials Committee, 50. 
Crocker, Courtenay, Some Judicial 
Opinions against Double Taxation, 
261. 
Curtis, George, Jr., 85. 

efficiency of assessors, 370. 

equalisation, 360. 

true consideration in deeds, 388. 
Cushman, J. E., 184. 

bank shares, Vermont, 400. 

ground leases, 404. 

Daniels, Professor W. M., Committee 

on Uniform Insurance Tax, 204. 
Davenport, Professor H. J., income 

tax, 120, 124. 
Davidson, Governor J. O., address of 
welcome, 33. 
chairman, 43. 
letter of invitation, 0. 
Debts, deduction of, 382. 
Deeds, true consideration in, 383. 
Delegates from States and Provinces, 
16. 
from universities and colleges, 20. 
number at previous Conferences, 
10. 
Double taxation, opinions against, 261. 

under inheritance tax laws, 281. 
Discussions, list of, 14. 

England's interest in Conference, 41. 
Equalisation, difficulties, 203, 346. 

general discussion, 365, 378. 

Kansas, 367. 

Minnesota, 371. 

New Jersey, 358. 

Ohio, 105. 

States having boards, 314. 

Utah, 376. 
Exemptions, automobiles, 260. 

bonds, 260. 

factories, 273. 

reimbursement by State to locality, 
272. 
Exhibit of maps and reports, 10. 
Expert testimony, 386. 
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Failure general property tax, 290, 410. 

in Iowa, 141. 
Farm land, asaeasment, 318. 
Farmers and income tax, 95, 129, 130. 
Fillebrown, C. B., 181. 
Foote, Allen Ripley, 13, 31, 357. 

income tax, 137. 

program next year, 405. 

request delegates to report, 412. 

resolution of appreciation, 416. 

tax limit law, 225. 

Taxation Work and Experience in 
Ohio, 189. 
Forest taxation, Swiss, 72. 
Forman, James C, report on failure 

general property tax, 310. 
Foster, T. D., bank snares, 396. 

ground leases, 404. 

real estate classification, 349. 

removal of assessors, 362. 
Franchise taxes. (See Corporations, 

Public Service.) 
Franklin, R. S., inheritance tax, 411. 
Friday, Professor David, 243. 
Frost, J. £., Real Estate Committee, 

339. 
Full valuation, 199. 

avoids equalisation, 202. 

definitions, 179. 

lowers tax rate, 218. 

results, Kansas, 184. 

results, West Virginia, 171. 

Garfield, James R., on Ohio Inquisi- 
tor Law, 192. 
Garrett, P. L., 225. 

General Property Tax in Switserland, 
Professor Charles J. Bullock, 53. 
General property tax, 

causes of failure, report, 299. 

causes of failure, resolution, 410. 

Iowa, 141. 

Ohio, 191, 301. 

theory defective, 307, 410. 

(See also Personal Property.) 
Gilflon, N. S., 357. 368. 

bank shares, 398, 400. 

chairman, 355. 

true consideration, 389. 
Glass, W. S., bank shares, 393, 398. 

equalisation, 367. 

income tax, 134. 

ground leases, 403. 

Kansas tax rate, 183. 

real estate committee, 339. 

supervision and home rule, 365. 
Graded property tax, 92. 
Great Britain, representatives of, 41. 
Ground leases on railroad land, 403. 



Habitation tax, income tax *»., 89. 
Hanten, John B., ground leases, 403. 

inheritance tax, 402. 
Harris, J. W., full valuation, 185. 

general property tax, 311. 

real estate classification, 353. 

resolutions report, 410. 
Haugen, N. P., 244, 366. 

general property tax, report, 310. 

income tax, 120, 124. 

insurance tax, 295, 412. 
Hawtrey, R. G., response to welcome, 

42. 
Herbert, Richard W., 243. 
Heydecker, E. L., discussion of real 
estate classification, 341. 

inheritance tax committee, 287. 

publication committee, 13. 

real estate committee, 339. 
Holcomb, A. E., 397. 
Home rule in taxation, 226. 

vs. State supervision, 363, 365. 
Huebner, Professor S. S., Inheritance 
Tax Committee, 287. 

Improvements, assessment, 319, 320, 

345. 
Income tax, American, 119. 
average rates, 116. 
collection at source, 126, 133. 
discussion, 119-138. 
farmers and the, 95, 129, 130. 
federal amendment, status, 267, 

274. 
federal m. State, 122, 126, 131, 134. 
Massachusetts, 131. 
on business, 98. 
Swiss, 59, 79. 

«i . personal property tax, 87. 
Income Tax as a Substitute for the 
Property Tax, Professor T. S. 
Adams, 87. 
Income Tax, Comparative Results in 
Various Countries, K. K. Kennan, 
111. 
Incomes in United States, 121. 
in Wisconsin, estimate, 104. 
Increase in tax burden. 186. 
Inheritance tax, discussion, 401. 
double taxation, 279, 281. 
evasion, 401. 
model law, 284. 
New York law, 268, 282. 
rates in States and Provinces, 

288. 
report of committee, 279. 
resolutions, 26, 279, 411. 
summary of laws, 281, 288. 
Inquisitor tax law, 191, 303. 
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Insurance tax, committee report, 291. 

Connecticut, fire, 392. 

discussion, 295. 

Maryland, surety, 296. 

resolutions, uniform tax, 411. 

Wisconsin, 295. 
Intangibles, escape in Switzerland, 86. 

impossibility of listing, 180. 

low rates on, 92, 135, 380. 

not found in New Jersey, 361. 

(See also Personal Property.) 
International Tax Association. 

committees, 12. 

Conference arrangements, 47. 

constitution, 417. 

officers, 5. 

program of work, 415. 

value of work, 39. 
Introduction, 9. 

Investigating Commissions, 271, 304. 
Invitation to Conference, 9. 
Iowa, The Problem of Tax Reform in, 
Professor John E. Brindley, 141. 

James, A. E., real estate, 343. 
Jess, Frank B., 134. 

bank shares, 391. 

equalisation, 368. 

supervision, 357. 

valuation, 179. 
Judicial Opinions against Double Taxa- 
tion, Courtenay Crocker, 261. 
Judson, Frederick N., General Prop- 
erty Tax Committee, 310. 

Kansas, assessment methods, 365. 

bank shares, 396. 

tax rates, 183. 

total assessment, 184. 
Kennan, K. K., 274, 275. 

Comparative Results of Income Tax- 
ation in Various Countries, 111. 

discussion, income tax, 119. 
Kentucky, Taxation Work in, William 
A. Robinson, 159. 

Land value in railroad assessment, 252. 
Leases on railroad land, 403. 
Legislation, Tax, of 1910, Clement F. 

Robinson, 267. 
Leser, Oscar, 253, 275, 296. 

appointment of assessors, 378. 

bank shares, 393, 397, 398. 

classified property tax, 135, 380. 

committee, subjects next year, 405. 

inheritance tax, 401. 

report on general property tax, 310. 

true consideration in deeds, 383. 
License taxes, Swiss, 58. 



Life insurance. (See Insurance.) 
Limit on tax rates, 170, 199, 225. 
Lord, Samuel, on equalisation and 

supervision, 371. 
Lots, a ssessm ent, 320. 
Louisiana Special Tax Commission, 905. 
Louisville Conference, papers read, 
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Mahool, J. Barry, response, 35. 
Maine, assessment methods, 364. 
Mann, Governor Wm. Hodges, appre- 
ciation of Conference, 413. 

chairman, 229. 

invites next Conference, 414. 

response to welcome, 37. 
Manufacturing taxes, committee, 12. 
Maps, assessment, 316, 322, 328, 332, 

345. 
Maryland, bank shares, 397. 

classified taxes, 135, 380. 

legislation of 1910, 272. , 

reassessment, 272. 
Massachusetts, change in corporation 
tax distribution, 271. 

constitutional amendment, 268. 

income tax, 131. 
Matheson, A. J., 48. 

response to welcome, 46. 
Matthews, Jos. S., inheritance tax, 

401. 
Maximum tax rate laws, 199, 225. 
Merchants, committee on tax, 12. 

personal property tax, 309. 
Milwaukee Committee, 23. 
Minnesota assessments, 371. 

Tax Commission, 371. 
Mississippi assessment conditions, 

346. 
Mitchell, J. J., bank shares, 392. 

personal property, 383. 
Mortgage tax, Swiss, 71. 

New Jersey, bank shares, 393. 

personal property, 306, 361. 

supervision of assessments, 358. 
New York, bank shares, 396. 

exemptions, 1910, 268. 

inheritance tax law, 268, 282. 

personal property tax, 305. 

state appropriations, 220. 
Noel, Governor E. F., 86. 

real estate classification, 344, 351. 

response to welcome 44. 
Noyes, George H., insurance tax, 294. 

Officers and executive committee, Inter- 
national Tax Association, 5. 
Officers of Conference, 28. 
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Ohio, assessment laws, 194. 

constitution, 189. 

corporation tax, 219. 

equalisation, 196. 

'general property tax, 191, 301. 

reports special commissions, 301, 
303. 

State Tax Commission, 197, 269. 

Taxation Work and Experience in, 
Allen Ripley Foote, 189. 
Oklahoma legislation, 1910, 270. 
Orchards, assessment, 318, 320, 352. 
Organisation of Conference, 31, 48. 

Papers read to Conference, 14. 

read at prior Conferences, 419-426. 
Patterson, Professor James K., 244, 382. 

appreciation of Conferences, 416. 

increase of taxation, 185. 
Perrie, John, real estate report, 339. 
Personal income tax, 97. 
Personal property, aiius, 265. 

table of owners, Wisconsin, 110. 
Personal property tax. 

abandoned, Manitoba, 311. 

causes of failure, report, 299. 

causes of failure, resolution, 410. 

classified tax, 135, 380, 383. 

committee on substitutes, 411. 

Connecticut, 383. 

double taxation, 261. 

inquisitor law, 192, 303. 

opinions of commissions, 305. 

strict enforcement, 301, 307, 410. 

(See aUo General Property Tax.) 
Physical valuation of railroads, 235. 
Pipe lines, assessment, 181. 
Pleydell, A. C, 48, 243, 260, 296, 413, 

assessment contract opposed, 209. 

assessment rules, 206. 

bank shares, 394, 396. 

income tax, 122, 131. 

inheritance tax law, 287, 402. 

program next year, 405. 

real estate committee, 339. 

true consideration, 389. 
Poland, William B, 367. 
Poll tax, Swiss, 57. 
Polleys, T. A., 180, 362, 368. 

Railroads as Taxpayers, 245. 

railroad assessment, 252. 

real estate assessment, 348. 

true consideration in deeds, 390. 
Pottle, George, home rule and state 
supervision, 363. 

railway taxation in Maine, 157. 
Powers, L. G., Classification of Real 
Estate, 313. 

committee report, 339. 



Problems of administration, 357. 
Progressive taxes, Swiss, 67. 
Public ownership, Switzerland, 56. 
Public service corporations. (See Cor- 
porations; Railroads.) 
Publication, committee on, 13. 
Publication of assessments, 195. 
Purdy, Lawson, 252, 361, 370. 

appointment of assessors, 375. 

income tax, 125, 130. 

inheritance tax committee, 287. 

insurance tax committee, 294, 297. 

response to welcome, 39. 

rules for assessment, 206, 208. 

true consideration, 385. 

work of Association, 39. 

Railroad Taxation Problems, Robert 

H. Shields, 231. 
Railroads as Taxpayers, T. A. Polleys, 

245. 
Railroads. (See aUo Corporations, P. S.) 

assessment, 154, 233, 245, 252, 257. 

Iowa, 150. 

Maine, 157. 

Oklahoma, 270. 

taxation, 154. 

taxes, average per mile, 232. 

taxes, distribution, 240, 253. 
Rates, tax, in Iowa, 153. 

Kansas, 184. 

laws limiting, 170, 199, 225. 

Ohio, 193, 220. 

West Virginia, 171. 
Real estate. 

assessment rules, 206. 

assessment terms, 315. 

classification, 313, 341. 

expert valuation, 386. 

maps, 316, 322, 328, 332, 345. 

position in tax system, 211. 

tax amortised, 309. 

theory of tax correct, 300. 

true consideration in deeds, 383. 

West Virginia reassessment, 179. 

(See also Assessment ; Equalisation.) 
Referendum on taxes, Swiss, 82. 

on tax rates, 170, 225. 
Reports. (See Committee Reports.) 
Reports to governors, 413. 
Resolution of appreciation of President 

Foote's work, 416. 
Resolutions, adopted by Conference, 
25. 

committee members, 24. 

committee report, 409. 
Retaliatory legislation, 296. 
Robinson, Clement F. f Tax Legislation 
of 1910, 267. 
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Robinson, Wm. A., Taxation Work in 

Kentucky, 150. 
Rules for assessment of realty, 206. 

resolution for committee on, 26. 
Rules of Conference, 48. 
Ryan, Wm., publication committee, 13. 

Schuts, Frank B., committee on real 
estate, 330. 
importance of rules, 227. 
Milwaukee committee, 23. 
Seidel, Mayor Emil, address of wel- 
come, 31. 
Seligman, Professor £. R. A., report 
on failure general property tax, 
310. 
Separate assessment of land and im- 
provements, 310. 
Separation of revenues, 155. 

in West Virginia, 173. 
Shares, double taxation, 261, 281. 

of banks, assessment, 301. 
Shields, Robert H., Railroad Taxa- 
tion Problems, 231. 
Single tax, income m., 87. 
Statistics, assessment, recommended, 

337. 
Sterling, Dean Thomas, 85, 381. 

real estate classification, 348. 
Stock. (See Shares.) 
Supervision of local assessment, 107. 
general discussion, 357. 
state boards, list, 314, 330. 
Sumner, Charles A., home rule, 226. 
Switzerland, taxation in, 53, 85. 

Tables: 

assessment conditions in States and 
Provinces, 324. 

income tax rates, 110. 

income taxpayers required, 103. 

inheritance tax laws, 288. 

supervisory officers, 314. 

tax maps, provision, 324, 328. 

Wisconsin, assessed property, 100. 

Wisconsin, personal property owners, 
110. 

Wisconsin taxpayers, occupations, 
104. 
Tax Commissions, Permanent. 

Ohio law, 107, 260. 

States having, 314. 

West Virginia, powers, 168, 174. 
Tax Commissions, Special. 

Louisiana report, 305. 

now investigating, 271. 

Ohio reports, 301, 303. 

reports on personal property, 304. 

West Virginia, 168. 



Tax limit laws, 170, 100, 225. 
Tax maps, laws for, 324, 328. 
Tax officials, session of, 357-105. 
Tax rates. (See Rates.) 
Tax Reform in Iowa, 141. 

in Kentucky, 150. 

in Ohio, 180. 

in West Virginia, 165. 
Taxpayers, Wisconsin, classified, 104. 
Thomas, J. J., equalisation, 376. 

real estate report, 330, 347, 353. 
Toronto Conference, papers read, 

422. 
Townsend, T. C, assessment, 170. 

railroad valuation, 258. 

real estate committee, 330, 341. 

Taxation Work in West Virginia, 
165. 
Transfer taxes, Swiss, 58. 
True consideration in deeds, 383. 
Trust companies. (See Bank Shares.) 

Undervaluation and evasion, 214. 

Underwood, Professor J. H., Com- 
mittee on Inheritance Tax Law, 
287. 

Uniform accounting, 176. 

Uniform classification. (See Real Es- 
tate.) 

Uniform insurance tax, report, 201. 
resolution, 26, 411. 

Uniform rule, Ohio, 180, 301. 

United States Supreme Court, on 
classification, 224. 
on double taxation, 263. 

Universities, delegates from, 20. 

Usher, Ellis B., 182. 

Utah assessment methods, 376. 

Valuation, full, 171. 

in Iowa, 152. 

legal standards, 160, 177, 104. 

public service corporations, 181, 231- 
260. 

(See aUo Assessments.) 
Valuations, total, Kansas, 184. 

Ohio, 220. 

West Virginia, 171. 
Vermont, bank shares, 400. 
Virginia, legislation, 1010, 271. 

special tax commission, 271. 
Visitors at Conference, 21. 

West Virginia, discussion, 170. 
public service corporations, 258. 
Taxation Work in, T. C. Townsend, 
165. 
Wisconsin, insurance tax, 205. 

proposed income tax, 87, 125. 
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